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1 INTRODUCTION 
Credit Unions are to be considered one of the largest socio-economic movements in the 
world (as of today, WOCCU’s most available data shows that around 49 000 credit 
unions are operating in the 96 member countries covering 177 million people 
(WOCCU, 2009(a))) for its endless variants of consumer co-operatives that is 
democratically controlled and owned by its members, in order to provide diverse 
financial means of services and products, such as loans, savings, and insurance as well 
as various social benefits to its stakeholders. One of the main ideologies of credit unions 
is to reach out to the various groups of people and meet their financial demands and 
needs, through the principle of mutual self-help.  
There are generally two types of credit unions operating in the world: open membership 
and limited membership. The open membership credit unions run in general on 
community-based or location-based settings, as limited membership credit unions are 
controlled and organized by a business employer. Even though, these credit unions 
differ in their settings, the general structure and principles are firmly related.  
History of credit union movements can go back to approximately 170 years ago, as it 
started notably in United Kingdom, France and Germany, after the breakdown of 
feudalism, when workers got unchained from their traditional obligations into nowadays 
capitalistic and individualistic thinking.  Founding fathers of credit unions were there to 
build self-sustaining communities, and therefore initiated to offer affordable loans for 
the credit seekers; simultaneously not limiting the membership by occupation, social 
class or income. The philosophy has been followed by the practice of “one vote for one 
member, regardless of their shares” (Moody and Fite, 1971).  
Since then, the ideas and principles were quickly followed by several other countries. 
Nowadays the credit unions are to be considered as a viable financial intermediaries and 
its vital bonding element among the employers, employees, and self-employers, and 
socio-economic development of communities and businesses is to a large extent valued 
both in developed and in developing countries.  
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1.1 Key Concepts  
CU or SCU (Credit Unions or Saving Credit Union) – Credit unions worldwide offer 
its members much more than financial services. They provide members the opportunity 
to own their own financial institution and help them create opportunities such as 
starting small businesses, building family homes, and educating their children. In some 
countries, members encounter their first taste of democratic decision making through 
their credit unions. Each member, regardless of account size in the credit union, may 
run for the board and cast a vote in elections (WOCCU, 2009(b)).  
NBFI (Non Banking Financial Institution) – In this project, NBFI refers to Non 
Banking Financial Institutions in Mongolia, where it is owned by few or more 
shareholders and generate profits to its shareholders by offering loan products to 
public. NBFI and SCU both work towards creating wealth for their shareholders on the 
return on the loans, but SCU differs from the NBFI by its non-financial means of 
benefits to their shareholders/stakeholders and moreover it offers deposit products to its 
members 
Non-Banking Financial Sector – In this project, it refers to NBFI, SCU, Lombards 
(pawn shops) and other forms of non-banking financial intermediaries 
WOCCU (World Council of Credit Unions) – is the global trade association and 
development agency for credit unions. WOCCU promotes the sustainable development 
of credit unions and other financial cooperatives around the world to empower people 
through access to high quality and affordable financial services. WOCCU advocates on 
behalf of the global credit union system before international organizations and works 
with national governments to improve legislation and regulation. Its technical 
assistance programs introduce new tools and technologies to strengthen credit unions' 
financial performance and increase their outreach (WOCCU, 2009(c)).  
ACCU (Association of Asian Confederation of Credit Co-operatives) – is a regional 
member based organization of credit unions and cooperatives in Asia (ACCU, 2009(a)).  
MOCCU (Mongolian Confederation of Credit Unions) – is a national confederation 
for SCUs in Mongolia (MOCCU, 2009) 
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FRC (Financial Regulatory Commission) – The Financial Regulatory Commission 
(FRC) of Mongolia, a statutory body, was set up under the Law on Legal Status of the 
Financial Regulatory Commission on January 25, 2006 with the appointment of its 
chairman and commissioners by the Parliament. More than 1000 legal entities such as 
legal entities participating on the securities market, commercial insurance 
organizations, non-bank financial institutions, and savings and credit cooperatives are 
regulated by the FRC. The aim of the commission is to ensure the financial stability of 
the nation (FRC, 2009)  
ACCESS Standards – from 2003 to 2005, ACCU focused on developing standards 
considering sound business practices, industry standards, and diversity of Asian credit 
union environments. Working with 45 partner credit unions in three countries had 
proven the need for standards to professionalize the operations of credit unions that 
would consequently result to excellence in service and financial soundness. ACCU 
developed the diagnostic tool. ACCU has developed the quality assurance tool for 
credit unions called ACCESS, an acronym for A-1 Competitive Choice for 
Competitiveness and Excellence in Service and Soundness. Using the Balanced 
Scorecard architecture, ACCESS comprises of 86 indicators on four perspectives of 
credit union operations – finance, learning and growth, customer-member and internal 
business processes (ACCU, 2009(b)) 
MNT or Tugrik – Mongolian national currency 
Micro-business/credit/loan – According to the Bank of Mongolia (2007) survey, 
approximately 1 million tugrik (appr. 833 US Dollars) is the optimal amount to conduct 
micro business; and 9 months to 1 year of period is the adequate time to conduct micro-
business activities in Mongolia 
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1.2 Project Structure  
The following, divided into 5 sections, is the structure of the project. This serves as a 
guide for the reader.  
The first introductory part is the general understanding of current situation of Moncord 
Saving and Credit Union (SCU) and its facing problems and challenges. Moreover 
present situation of SCUs in Mongolia and description of the current trends and 
movements and the project and policies that are recently applied. This chapter is the 
information and the data that we would refer back when we’re discussing the chapter 
four as well. The introduction part also involves the problem formulation and the 
research questions. 
The second part is the description of the methodological approach to the project. It will 
demonstrate the precise methods and steps of collecting, processing, and analysing of 
the data.  
The third part is the basic theoretical background of the problem demonstrated in the 
project. This chapter is here to establish the basic theoretical framework, when 
discussing the problem. In the further analysis chapter, more supporting theoretical 
angles will be presented as well.   
In the fourth part, the theory chapter is further discussed thoroughly in the analysis 
chapter in more details that are incorporated with the empery that is been collected 
throughout the project. The analysis chapter is divided into two sections, according to 
the research questions. The theories will assist the empirical data to answer the problem 
formulation, as well as the research questions.  
The final part is the conclusion of the project.  
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1.3 Problem Formulation 
 
How can we understand Moncord CU and its relationship with its members, what is 
the perception of ‘trust’ in Moncord CU, and what is the assumed relation between 
Moncord’s member’s ‘trust’ and ‘control’ and its foundations and how can cultural 
understandings influence this relation? 
The primary intention of the project is not to give any policy recommendation or create 
an ideal development model for Moncord CU, but rather to understand the organization 
and its structure and its trust relationship with its members and how can it be 
understood in modern organizational context.  
The problem formulation will be answered with the help of presented theories and 
collected empirical data. The hypothesis in this project is that Moncord’s members trust 
is the most crucial element in existence of the organisation. The project is here to 
understand the relationship between ‘control’ and ‘trust’ relationship in this 
organization, when there is no control embedded from the external organizations. The 
introductory chapter has given empirical understanding of the problem that the 
regulatory framework is weak, in terms of systematic control quality organisation does 
not exist and furthermore the discussion will be taken place in form of understanding 
the foundations of member trust in Moncord.  
The theories of “Trust” and “Trust/Control Duality” will support the problem 
formulation in the terms of giving theoretical explanation in the form of overall 
understanding of members’ trust in Moncord, moreover how it support the control 
system and in return, how the control system creates trust in this organisation.  
The theory of cultural dimensions will give a different angle to the problem formulation 
by supporting it with cultural understanding of individuals and organisation and to 
what extent it can influence the concept of trust and control in the organisation. The 
empirical data will demonstrate the ideas presented in the theories chapter.     
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1.3.1 Research questions 
 
1. How can we understand Moncord, in terms of its already built trust relationship 
with their members in the theoretical context?  
The problem area will give understanding of Mongolian current financial system and 
Moncord CU and further address its current problems and challenges. The first part of 
the analysis will further discuss the organization and its member’ trust relationship, 
incorporated with the theoretical perspective and the collected empirical data. The 
discussion will be mainly to understand the already built relationship, and furthermore, 
the possible rooms for improvements, and further stages for the development will be 
discussed as well, to certain extent. The cultural dimensions theory by Hofstede will 
give another angle to the discussion by providing cultural implications. 
 
2. What is the theoretical and ideological understanding of trust and foundation of 
trust? How can we understand the notion of trust and the modern organizational 
approach of building and developing of trust in organization in connection with 
the organizational theories of “Stakeholder Perspective” and “From Control to 
Values-Based Management and Accountability”? 
The theoretical discussion will be taking place in the second part of the analysis. The 
basic theories of trust, foundation and the forms of trust will be discussed in order to 
understand the notion of trust in general and the discussion will be further incorporated 
with the theories of Stakeholder Perspective and Values-Based Management and 
Accountability will be incorporated with the theory of Trust by Nooteboom and 
Mollering, in order to further discuss the modern organisational approach and 
development stages. The discussion will be mainly on the topic of how the organisations 
are building trust relationship with its customers and other stakeholders and what are 
the other factors that is influencing this relationship.  
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1.4 Problem Area 
1.4.1 Background  
Before 1990s, Mongolia had a single central banking system. After the collapse of 
Soviet Union, in 1991, the legislation on banking and central bank passed, and the 
Monobank was broken into 7 institutions and a central bank – Bank of Mongolia. Some 
of the banks have been privatized soon after the deregulation and as a result of non-
performing loans and managerial ineptitude, several banks declared bankruptcy. 
Consequently, the nation was in short of trustworthy financial institutions and 
competitive market services and banking system suffered from widespread public 
distrust (Hoelscher, 2006).   
Since then, the development of Mongolian financial services providers achieved a lot of 
success, when looking at its variety of services and products offered both in urban and 
rural areas. The significance is given to the fact that Mongolia is one of the least 
populated countries in the world with the population of approximately 2.63 million and 
its 1.60 million, almost half of the population, is living in the capital city of Ulaanbaatar 
and other urban areas; and another 1.03 million, is scattered in the rural areas (NSO, 
2008). Mongolians are receiving variety of financial services through many formal and 
informal financial intermediaries compared to the 1990s single banking system; as of 
2007, the number of households per bank branch office is 760, the number of 
households per financial institution is 510, and all provinces and cities are 100% offered 
financial services from at least one commercial banks (Bank of Mongolia, 2007) 
Mongolia’s Credit Union movement started out in 1995, when the Law on Co-
operatives initiated by the government. In 1997, the first Saving Credit Unions 
registered under National Bank – Bank of Mongolia, among them Moncord CU, 
initiated by the 16 members of the NGO, Liberal Women Brain Pool (Moncord, 2009). 
Since then as of 2006, the number of financial intermediaries in Mongolia boomed in 
Mongolia, with 970 SCUs, 163 NBFIs, and 17 commercial banking institutions, 
compared to as of 1999, only one commercial bank, two state-owned banks and no non-
banking financial institutions and very few saving credit unions (Bank of Mongolia, 
2007).  
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Non-banking financial institutions (NBFI) were offering credit for competitive interest 
rate for small to medium sized enterprises, but were not offering savings deposit or 
money transfer services and products. The informal sectors provide credit through 
pawnshops and retails kiosks, nevertheless offering and charging relatively high interest 
rate than of NBFI and SCU, namely 10 to 15 percent. Even the commercial banks’ 
deposit and loan interest rate were considered fairly high for the lenders (Tokeshi, 
2002). SCU were there as alternatives and offering competitive interest rate for loans 
for small to medium credit seekers and higher interest rate for depositors than banks.  
Members grow in numbers as well as their demands and needs become more 
sophisticated and competition increased rapidly between these financial intermediaries. 
The members invested their money to diverse financial institutions that offered high 
return, without questioning their accountability. In order to attract more members, 
several SCUs were offering overly high interest rate for the deposits, resulting 
bankruptcy in 2006. Out of estimated 970 SCUs in Mongolia, 380-400 of them were 
operating actively, as of 2007 and only 117 of them were received licence from Finance 
Regulation Committee (FRC). 25 of SCUs with 8903 members, among other bankrupt 
SCUs, have lost the equivalent of USD 58.1 million (Bank of Mongolia, 2007).  
Finance Regulatory Committee (FRC) has been established in 2006, in order to 
supervise non banking financial sector of Mongolia, but no specific guidelines are 
issued. Furthermore, Financial Stability Board has been established by Bank of 
Mongolia, the Ministry of Finance and FRC in June 2007, in order to promote the 
financial system stability and to provide systematic coordination in areas where all three 
entities are involved, including crises (International Monetary Fund, 2008).  
SCU sector of Mongolia has been growing rapidly without any regulatory and 
supervisory framework. In November 2008, parliament initiated the law on the deposit 
insurance scheme for the accredited commercial banks in Mongolia. The law 
specifically on the activities of Savings and Credit Co-operatives were submitted to 
parliament in 2006, but has not yet passed yet until now. In the lack of the legal 
framework on the Savings and Credit Co-operatives, in 2006, FRC issued temporary 
regulation on licensing the SCU activities (International Monetary Fund, 2008).  
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There were two apex organizations for SCUs in Mongolia: the National Confederation 
of Credit Union of Mongolia (NACCUM) and the Mongolian National Federation of 
Savings and Credit Unions (MNFSCU). Two organisations united as Mongolian 
Confederation of Credit Unions (MOCCU) in 2006, under the first meeting of 
representatives of 24 SCUs in Mongolia, which are accredited by Financial Regulation 
Committee of Mongolia.  
The Confederation has been established in order to represent the member SCUs of 
Mongolia and to protect its rights; to create an appropriate environment for the 
development of SCUs; to work towards the SCUs to be the major representative of 
micro financial market; and to become professional APEX organisation in order to give 
direct and proficient services to SCUs in Mongolia. As of July 2008, only 43 member 
organisations were registered as member (MOCCU, 2009) and the organization at 
present lacks the capacity to provide effective services to members, and most rural 
SCUs remains unaffiliated to the organization.  
1.4.2 Mongolian Financial Sector and Moncord CU  
In the survey conducted by Bank of Mongolia in 2006, people answered to the question 
of “where do you seek credit, when you need it?”: 
Figure 1: Survey on the Mongolian micro-finance sector 
2005 2006 
 
Persons Percentage Persons Percentage 
Difference 
Bank 3217 45.2% 4060 52.9% 7.7% 
NBFI 414 5.8% 324 4.2% -1.6% 
SCU 486 6.8% 332 4.3% -2.5% 
Lombard 1109 15.6% 1095 14.3% -1.3 
Individual 1506 21.2% 1509 19.7% -1.5% 
Other 388 5.4% 354 4.6% -0.8% 
Total 7120 100% 7674 100% 0% 
Unanswered 1715 31.7 1273 19.9% 11.8% 
Source: Bank of Mongolia, 2006  
As it shows on the table, when people seek credit, they first choose banks and then 
individuals or Lombard. The biggest negative change occurred in the SCU sector and 
the biggest positive change occurred in the banking sector. This can be explained by the 
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rapid expansion of Mongolian commercial banks both to rural and urban areas in the 
recent years. According to Bank of Mongolia, there are 16 commercial banks operating 
in Mongolia as of 2007, with total branches of 981. Even though the non-banking 
financial sector is growing rapidly as well, the capacity is not in the state of serving vast 
majority of the population compared to the banks.  
The commercial banks in Mongolia, recently, started expanding throughout the rural 
and urban areas and started offering increased wide variety of loan and deposit products 
to small- and medium-sized enterprises and low-income individuals, which improved 
financial services in the rural areas as well urban areas and increased the competition in 
the financial sector of Mongolia. Total of 149 new branches of banks have opened their 
doors to the customers in the years between 2006 and 2007 that account for dramatic 
transformation in the banking sector (Bank of Mongolia, 2007).  
Commercial banking sector has been stabilized in the recent few years of development 
and it is growing rapidly in the terms of their assets and their diversity of their products 
and services offered and other scopes. The below indicators speak for itself showing 
steady growth in terms of the total assets of commercial banks due to the loan activities 
and the non performing loan ratio has dropped to 3.2 percent from 41 percent, which 
shows that the current banks’ credit and risk handling management has strengthened.  
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Figure 2: Assets to GDP Ratio of Banking Sector 
Source: Bank of Mongolia, 2007  
 
Figure 3: Non Performing Loan Ratio of Banking Sector 
 
Source: Bank of Mongolia, 2007 
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Compared to the 1990s, the competition increased rapidly, among the financial 
institutions. According to Bank of Mongolia (2007), the micro-financial market in 
Mongolia is expanding rapidly and as of second quarter of 2007, there were 137 SCUs 
and 181 NBFIs and 16 commercial banks supplying the micro credits with total of 670 
billion tugrik of outstanding loans that is equals to 30% of the Mongolia’s financial 
sectors’ total loan and 15 % of total GDP (Bank of Mongolia, 2007).  
The non-banking financial sector in Mongolia was playing major role in supplying of 
micro credits, due to the fact that banks were not offering competitive interest rates for 
micro loans and deposit; and there were inadequate financial products targeted for the 
micro credit seekers. During the recent years, the banks developed rapidly and started 
offering various loan and deposit products that are especially targeted for the certain 
groups, lowered their interest rates for loans rapidly and improved their loan approval 
speed in order to ease the customer access. The below table illustrates the comparison of 
interest rates of Moncord CU and the selected commercial banks. 
 
Figure 4: Comparison of loan and deposit interest rates (monthly) of Moncord CU 
to the selected commercial banks of Mongolia  
 US$ Savings MNT Savings US$ Loan MNT Loans 
Moncord CU 0.1% - 1.8% 0.3% - 2.0% 1.1%-3.99% 1.3% - 3.99% 
Khan bank 0.3% 0.7 – 1.5% 1.8 – 2.7% 1.8 – 2.7% 
Trade & Development bank 0.2 - 0.75%  0.5 – 1.55% 2.1 - 2.4% 2.15 - 2.5% 
Savings bank 0.5 – 1.1% 0.2 – 0.7% 1.8 – 2.7% 1.6 – 2.4% 
Mongol Post bank 0.48 – 0.66% 1 – 1.25% 1.5 – 2.6% 1.5 – 2.6% 
Erel bank 0.4 – 0.6% 1 – 1.4% 2 – 2.8% 2 – 2.8% 
Zoos bank 0.5-0.8% 0.8-1.55% 1.75-2.55% 1.85-2.25% 
Source: Moncord, 2009; Khan Bank, 2009; Trade and Development Bank, 2009; Savings Bank, 2009; Mongol Post 
Bank, 2009; Erel Bank, 2009; Zoos Bank, 2009; 
Moncord, today, is presenting one of the biggest and the most experienced SCU in 
Mongolia with its 13 years of positive growth and operating trends; and as of today, 
Moncord is offering 14 loan products and 41 deposit products for its members. The data 
below shows the dramatic increase in the terms of members, total expanse and earnings, 
and total deposit and loan circulation.  
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Figure 5: Moncord CU members 
!
Source: Moncord, 2009; for detailed information, please see appendix C  
!
 
Figure 6: Profit and loss statement of Moncord CU (in tugrik) 
Source: Moncord, 2009!
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Figure 7: The amount of loan, deposit and total asset of Moncord CU (in tugrik) 
!
Source: Moncord, 2009 
 
However, as indicated in the figures 6 and 7, the growth tendency has slowed down 
from the year 2006. There has been dramatic growth until 2005, but from the year of 
2006 both financial income and expanses has been slowed down. Though, the total 
financial income and expanses has slowed down from the year of 2006, Moncord CU 
has managed to keep the operating expanses proportionally stable. Even though, the 
total operating costs were proportionally stable, the net income has almost hit the value 
of 0 in the year of 2007, but slowly climbing up in the year of 2008. 
The loan and deposit circulation has been decelerated in the year of 2006, but has grown 
up again in the year of 2007. However, in the year of 2008, financial balance shows that 
the loan and deposit circulation has slowed down again.  
In general, Moncord CU is facing a challenge in the competitive financial market of 
Mongolia. The financial indicators of Moncord CU shows that Moncord has been hit by 
the 2006 crisis to some extent and the tendencies show that the performance is slowing 
down, as well as the net profit.  
In the survey conducted by Bank of Mongolia in 2006, people answered to the question: 
“How did you evaluate the services and management of SCU in Mongolia?” 
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Figure 8: Survey on the evaluation of SCU’s management 
2005 2006 
 
Persons Percentage Persons Percentage 
Difference 
Correct management 1719 32.3% 1325 21.0% -11.2% 
Incorrect management 605 11.3% 1844 29.3% 18.0% 
Do not know 3017 56.5% 3128 49.7% -6.8% 
Total 5341 100% 6297 100% 0% 
Unanswered 64 1.2% 104 1.6% 0.4% 
Source: Bank of Mongolia, 2006 
The most participants answered ‘do not know’ in the survey, which shows that the 
current public knowledge and understanding of SCUs is very low or unclear. People 
who answered ‘correct management’ decreased with 11.2% and ‘incorrect management’ 
increased with 18%, which also could be connected with the several SCUs’ bankruptcy, 
brought negative understanding.  
The Law on Co-operatives limits the public promotion of SCUs in Mongolia (UNDP, 
2004), as it is a member-based and not-for-profit, but a member profit organisation. 
There have been many, even among the bankrupt SCUs, who have not followed the 
rules and have been publicly promoting through various media (UNDP, 2002). This has 
furthermore contributed to the confusions or misunderstandings, to an extent.   
As it can be seen in the comparison chart of interest rates of selected financial 
institutions, the current micro financial market in Mongolia is aggressive and 
competitive. Moncord is perceived as highly competitive to the other SCUs and NBFIs 
with its steady growth tendency and 13 years of proven sustainable management 
experience and to the commercial banks by its competitive interest rates for deposit and 
loans and other means of non-financial benefits to its members.  
The further chapters will discuss the challenges Moncord CU is facing and furthermore, 
I will try to disclose some of the characteristics of Moncord CU and its external and 
internal environment in connection with people’s trust. Furthermore an attempt to show 
the links between the cultural understandings, work culture and its special relation to 
people’s trust and control in organisation.  
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2 METHODS  
2.1 Methodological Approach and Research Methods 
The methodological approach can be explained as the relationship between theory and 
research data, as well as research methods. In this project, mainly retroductive 
methodological approach has been applied. The following section explains the 
methodological approach, in order to give an explanation to the methodological choices 
made throughout the project.  
The retroductive approach coined by Roy Bhaskar (1978) entails that the relationship 
between theory and empirical research that is particularly focused on the gathering of 
theory and the development of hypothesis before and after assembling and processing of 
empirical data. In other words, it is the combination of inductive and deductive 
methodological approach.  
The methodological approach has been chosen on the following grounds: 
- To make sure that the chosen theories do not dominate solely the conclusions 
reached in the project report that prevents from vague statement of the situation 
and the reality 
- To make sure to see the issues from multiple perspectives and do not take any 
assumptions for granted   
“Methods for Development Work and Research” by Britha Mikkelsen (2005) and 
“Social Research Methods” by Alan Bryman (2004) have been used extensively to build 
the settings of the research methods for this project.  
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2.2 Introduction to the Empirical Data and Choice of Theories 
 
“I know you do not know what I know, but why do you not want to know that I too know 
that what you do not know? You may have quite a lot of book knowledge, but I still 
believe (olul ok puonj dhok mit chiemo) the anus does not teach the mouth the sweetness 
of food” This was an exasperated statement made by Mzee Joel Kithene Mhinga of 
Buganjo village in Northern Tanzania, after a long discussion in which I was trying to 
prove to him that he had got his historical facts about the genesis of the Buganjo clan 
(Mikkelsen, 2005:34) 
 
In the statement above, Mikkelsen (2005) tried to give concerns for current research 
methods in the developing countries and its reasons for failures, when the research 
groups’ interest conflicts with the local people or organisation’s problems and needs. 
Mikkelsen questioned the power relations and found difficulty identifying whose 
knowledge counts.   
In my opinion, it is important to address the difficulties that I have encountered when 
dealing with the empirical source in the subject area of Mongolian financial 
environment and the general picture of the reality, as the literature sources have 
different purposes and different angles to the subject. The main empirical sources that I 
have used in the project are collected from various donor organizations’ research reports 
and Mongolian official statistics homepage and other financial authorities’ homepages 
and reports, when collecting information data on the current financial players in the 
society and its financial performances and the general picture of the Mongolian 
financial market legal and regulatory frameworks.  
In this project, the main source of empirical data is relied on various statistical 
information sources in Mongolia and Moncord CU database in the establishment of the 
background knowledge. The diversification of available information was small and 
when one is searching for different source of information than the available sources, the 
reliability of the source was in question. For this project, the main statistical information 
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has been collected from Bank of Mongolia and other donor organisation’s research 
materials. Moreover, even though, Bank of Mongolia has extended amount of 
information, the data on the current situation of the SCU in Mongolia was narrow to an 
extent. When dealing with the information from Moncord CU, I was cautious merely to 
relate to the audited data.       
In the beginning, the original motivation to write this project was to understand the 
organisational culture and its present-day problems and challenges. The researcher had 
the information beforehand from various media and other informal sources, about the 
SCU and NBFI crisis of Mongolia in 2006. The initial understanding of the problem 
was that the crisis heavily effected Moncord CU and other non-banking financial 
intermediaries; therefore the project report was focused on giving implications of given 
problem and develop a hypothesis. In order to gain background information before 
conducting the interviews, specific research has been made on the financial 
environment of Mongolia.    
After the initial research, the hypothesis has been developed further and the research 
questions have been processed. The research questions and hypothesis have helped to 
shape the interview questions.  
Two semi-structured interviews were to be conducted after collecting all the necessary 
background information. The qualitative interviews have been considered, due to the 
limited amount of time and other forms of sources; furthermore, the researcher wanted 
to gain insight knowledge in depth as possible by interviewing key individuals of the 
organisations.   
There was a lot of preparation needed to be done, before conducting the interviews, as 
the researcher wanted to collect the most relevant information as possible.  
 
A minimum common understanding of the relevance of a research problem is required, 
e.g., between the analyst and local researchers, planners, or people who will be affected 
by and involved in the research (Mikkelsen, 2005).   
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The researcher did not want to face problems regarding understanding of the 
interviewees during the interview; therefore it needed to be collected the background 
information from different sources before the interviews. In order to reach creative and 
critical conclusions, new, unexpected, and provocative questions about existing 
situations have been prepared. The researcher tried to make the interview as objective as 
possible, by asking general and non-subjective fact based questions. I, the researcher, 
am from Mongolia, the same country origin as the interviewees and as a researcher or 
interviewer, and I tried not to take any assumptions for granted, during the interview, as 
well as processing and analysing of the data.  
The interviews’ main outlines have been presented in the appendix section of the 
project. The interviews were held in Mongolian, in order to gain better understanding of 
the problem and the questions. The main outlines have been directly translated from 
Mongolian to English. The researcher encountered some minor problems with 
translating metaphors and similes from Mongolian to English. In order to give the best 
understanding of the interviews, and not to make the incorrect translation of the 
meanings, the researcher sent the interview back to the interviewees for their reviews.   
First interview was conducted with Battsetseg Togtokh, founder and former 
chairperson, and currently board member of Moncord CU and recently been elected as 
CEO of MOCCU, in order to illustrate a bigger picture and gain more analytical and 
policy-oriented information about Moncord CU. She gave different insight experiences 
with Moncord CU. As a former chairperson and a current board member, she gave a lot 
of policy oriented and analytical information.  She wished not to be quoted or published 
in few of her passages and explicitly expressed it during the interview.   
Shortly after, processing and analysing of data, the second interview had been 
conducted with Executive Director Rita Mijiddorj in written form. Both interviews were 
semi-structured and gave opportunity for the interviewee to relieve more information as 
possible; therefore the questions were open-ended.  
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Even though, the researcher tried to make the questions objective as possible, there were 
some questions that were related to work-culture and its influence of Moncord’s 
management and operation that were only could be asked in subjective manner and the 
subjective answers or view could only be given, as it is not studied or researched in the 
organisation or in the country of the investigation.  
Bart Nooteboom’s theory on “Trust” is chosen to demonstrate the notion of trust and the 
general understanding of the term, the forms and foundations of trust etc. His theories 
are used in the project to understand the notion of trust in connection with the case 
organization Moncord CU and it will be incorporated with the other theories to 
demonstrate other concepts and ideas.  
Guido Mollering’s theory on the “Trust/Control Duality” is very much descriptive than 
explanatory, as Mollering explained in his article. This theory has been applied as an 
attempt to support the hypothesis and give understanding of the members’ trust and 
control in the organisation.  
Hofstede’s (2001) “Cultural Dimensions” theory has been chosen to give theoretical 
understanding of cultural influences in organisation’s management and operation and to 
support the analysis with different implications. Hofstede have not specifically made 
research study in Mongolia, but I found the basic theoretical understanding to be 
relevant for this project, since there is no or very limited studies have been conducted in 
Mongolian culture.   
“A Stakeholder Perspective” and “From Control to Values-Based Management and 
Accountability” will be both presented shortly in the analysis chapter and will be 
discussed in accordance with the theories presented in the theory chapter, as well as the 
collected empirical data.  
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3 THEORITICAL BACKGROUND  
This chapter will give an introduction to the theories that support the project report with 
academic understanding and furthermore answer to the problem formulation and the 
research questions. The chapter will consist of assorted theories that all function as a 
purpose of giving theoretical understanding of the problem. The theoretical 
understanding of the problem will help to understand the problem in more systematic 
manner and therefore the construction of the organised insight analysis is feasible. The 
latter chapter, the analysis, will discuss the theoretical understanding incorporated with 
the empirical data.   
 
3.1 Trust Relationship between Trustor and Trustee 
 
“Trust is of all times. It is pervasive and indispensable. It is also open to treachery, and 
blind, unconditional trust is unwise. (…) It is high time that a systematic and clear 
understanding of trust be incorporated in economic analysis” (Nooteboom, 2002: pp1-
2). 
According to Knight (1921), the radical uncertainty exists in case of risk that entails the 
set of choices or the alternative set of choices restrained by the lack of knowledge. In 
other word, the one can not make any radical decisions when the set of choices or the 
alternative sets of choices are not described enough. Therefore, trust is only understood 
in the terms of fully recognition or acceptance of radical uncertainty.  
 
Defining Trust  
A recent crucial discussion on the relationship between trust and control is being 
concerned by the scholars around the world. The discussion evolves whether they 
substitutes or complements, or both (more on the trust and control will be discussed in 
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chapter 3.2). Maguire et al (2001) defined control as it is based on rewards, incentives, 
punishments, in short – deterrence. According to Nooteboom (2002: 37):  
 
“Trusting behaviour consists of actions that (1) increase one’s vulnerability (2) to 
another whose behaviour is not under one’s control (3) in a situation where the penalty 
one suffers if the other abuses that vulnerability is greater than the benefit one gains if 
the other does not abuse that vulnerability”   
 
On the other hand, Sako (1992: 32) has given definition of trust as a character or 
temperament: “Trust is a state of mind, an expectation held by one trading partner 
about another, that the other behaves or responds in a predictable and mutually 
expected manner.” 
In order to clarify the terms of trust or trusting behaviour, Nooteboom (2002) used the 
term for “trusting behaviour” as behaviour and “trust” as an underlying character.  
Trust entails risk which is caused by the lack of information. This gives the further 
understanding of trust as that there can be no trust for complete lack of information nor 
complete information (Nooteboom, 2002).  
Trustor has trust in something or someone, namely the trustee. The degree will vary 
depending on the situation, condition, and foundation; trustor will trust someone or 
something less than others or more. According to Nooteboom (2002), trust is rather 
symbiotic, therefore the question arises, then, trust must be mutual; and mutual trust is 
extended by empathy based on common group concerning the reasons and reasoning of 
the foundations. There are two factors that are questioned, when concerning trust: the 
competence and the intention; it is about whether the trustee is able to perform and does 
s/he intend to perform to the best of his competence.  
One can trust another more the other, or less. According to Nooteboom (2002), the trust 
is built on the certain conditions. Permanent trust, regardless of condition or experience, 
is unreasonable and it constitutes pathology. Furthermore, unconditional trust exists to a 
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very minor extent, but it is very rare, under the circumstances that the unconditional 
trust is not prudent.  
Trust as information entails its factual truth, accuracy, completeness, impartiality, up-
to-dateness, accessibility, interpretation, relevance, authenticity, confidentiality and 
security (Nooteboom, 2002: 55). The discussion continues with the importance of the 
present internet era and accessibility of the up-to-date information, and moreover the 
validity of the available information. This means, the trust can lead to variety of entities.         
One of the forms of the trust is the behavioural trust in organisations. The trustee is 
expecting the organisation will not neglect. This form of trust is based on the 
confidence in organisation’s technology, ability to perform that is proven in the 
previous experiences and intentional trust in its business ethics, honesty trust in its 
reporting and transparency, or public statements and conditional trust in organisation’s 
external environment and competition (Nooteboom, 2002).  
Nooteboom (2002) further discusses the possibility of intentional trust in organisations. 
There are two, on the levels of people, intentional trust in organisations. Trust in 
devotion and efforts and attention for not to make any mistakes, and trust in goodwill 
that entails no opportunism.   
 
Foundations and Conditions of Trust  
The foundation of trust is based on rational reasons. The knowledge based trust is 
composed and concluded by experience, reputation, records, ratings, publications and 
the like. When discussing the knowledge based intentional trust and its source of 
information, the role of reliability of the information source is questioned. Nooteboom 
(2002) illustrated the source of cooperation (intentional reliability) distinguished in two 
forms, namely macro, which applies to general and impersonal settings of laws, norms, 
values and standards and agency enforcement; and micro, which are personal affections: 
!Roskilde University  
Department of Business studies & Economics and Business Administration 
House 44.2, sixth semester Bachelor project - Spring 2009,  
Gerelmaa Gerelsaikhan Trust & Control – Black & White? 
 
Page 27/70 
Figure 9: Sources of Cooperation (Intentional Reliability)!
 Macro Micro 
Egoistic 
Sanctions from some authority (the law, 
god, Leviathan, dictator, patriarch, 
organization), contractual obligation 
Material advantage or self-interest: shadow 
of the future, reputation, hostages 
Altruistic 
Ethics: values, social norms of proper 
conduct, moral obligation, sense of duty 
Bonds of friendship, kinship, routines, 
habituation, empathy 
Nooteboom, 2002: 64 
The Nooteboom (2002) questioned whether calculative self-interest is the only viable 
basis for trust and worthiness and furthermore if it can go further than that with ethics 
and loyalty. Or will this just simply entail an unwise decision and will not be 
competitive in this market economy. In the table above, Nooteboom exemplified the 
different sources of trustworthiness in two different levels; the macro sources that apply 
to general institutional based on external environment that is formed within the laws, 
norms, values, standards, and agencies with their enforcement; the micro sources entail 
personalized relations and specific self-interest which can go beyond with the socially 
enforced norms and values, and that further affects the empathy or identification and 
developed further within the routine based trustworthiness. This relation is also noted 
by Bachmann (2000: 303), that the trust relation is also inclusion of both self calculated 
interest and goodwill. As indicated in the table, the basis for reliance, in the forms of 
legal systems supporting laws and legal actions, is institutional system. In other words, 
people trust the institutionalized systems and it supports the sources of trustworthiness 
and function as social control. The relation between the institutional systems and trust 
and power will be elaborated more later on in chapter 3.2. On the other hand, noted by 
Shapiro (1987), the question comes along ‘who guards the guardians’.   
The macro understanding of the source of reliance is values and norms that is the result 
of ethics or customs. This entails many levels of basic values in the society, among 
them the cultural norms is also applied. The cultural understanding of country and 
moreover its influence in organisation and its work culture is discussed in the chapter 
3.3. According to Fukuyama (1995), the odd measurement of norms is to measure the 
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internalized sense of duty and commitment motivated by the desire for social 
recognition that is ruled by the social behaviour.  
The micro understanding of the source collaboration can be understood in the terms of 
material advantage of self calculated self interest. The calculated self-interest includes 
reputation and the assessment of future advantage or profits of the current cooperation. 
On the other hand, the reputation and assessment future advantages cannot be just taken 
for granted. The reputation mechanism needs to be built on intermediary institutions or 
agencies, which can provide sufficient selection and broadcasting that needed for 
reputation. The intermediate agencies would function as revealing the incompetent facts 
and behaviours of institutions and prevent from miscommunication or gossip.  
Material advantages of self-interest also include ‘hostages’, which entails the essence of 
‘hostage’ is greater for the giver, but not for the holder. When the breach of any contract 
is avoided, the hostage is sacrificed, in order to punish the hostage giver. Holder usually 
has the information beforehand that the hostage often encloses some form of significant 
value for the giver and therefore would cause great damage.  
The personalized micro cooperation is based on friendship and family. According to 
Nooteboom (2002), this form of cooperation is risk of blindness. Moreover, he noted 
that the personal bond of family and friendship is strong, due to the fact that the 
reliability could not be questioned. Nooteboom (2002: 70) further explained this forms 
of trust reliance is seen as a partner’s resistance to temptation and pressures of 
survival, which derived from the competition and capital market. In that sense, the 
partner chooses not to take the opportunity and trusted in strong sense, but when the 
conditions are about to or being violated or rules are broken down, the concentration is 
shifted to possible alternatives. In this way, this form of trust is isolated from the notion 
of becoming unconditional.   
The habituation or in other words, the routinized behaviour, is non-calculative, meaning 
that it is non-reflective. Nooteboom (2002) has though defended this as rational 
behaviour, as it is allows to give attention to the limited capacity and the routines are 
already been proven on the previous experiences. However the lack of attentiveness in 
the situation might encounter problems, when the conditions change the situation. When 
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certain level of intolerant events occurs, routinized behaviours could change its 
direction and went back to the focal point. But routine behaviours are based on the tacit 
knowledge and it usually takes long time for this kind of change in behaviours. In this 
case, the routines fail when the conditions are totally severe and extraordinary.  
Nooteboom (2002) also stated that the tolerance level for organisations and countries 
differ to an extent that it is based on different sources of motives and conditions of 
behaviour.  
 
Forms and Production of Trust 
The discussion is continued on how the trust is formed and on what basis. Trust is 
something that can not be embedded or injected. From this point, Nooteboom pointed 
out that “forcing trust is like forcing spontaneity (2002: 85)”. The table below 
illustrates the basis of the trust, in other words, the causes of trust that is broken down 
into three categories: 
 
Figure 10: Modes of Intentional Trust Production 
Basic Examples 
Connection with the source of 
cooperation 
Characteristic 
based trust 
Membership of family, community, 
culture, religion 
Mostly the altruistic sources of social 
norms and kinship 
Institutional 
based trust 
Rules, ethics, professional standards 
The macro altruistic source of social 
norms 
Process 
based trust 
Loyalty, commitment 
The micro altruistic source of empathy, 
habituation 
Nooteboom, 2002: 86 
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Figure 11: Modes of Competence Trust Production 
Basic Examples 
Characteristic based trust Membership of professional associations, educational achievements 
Institutional based trust Technical/professional standards, benchmarking 
Process based trust Mutual adaptation, learning by doing, routinization 
Nooteboom, 2002: 86 
Institutional based trust is formed on the institutional environment with its norms, 
values, codes and standard of conduct and as such macro level forms, but in the other 
side, it can be formed in micro level as well; this is built on the relationships between 
the organisations and the people that is built upon the institutional environment and 
people and organisation interact and influence the culture and the structure, which also 
could affect the institutional environment as well. Technical standard or systems of 
certification can be developed on some rational basis of design, but it may affect the 
established interests and may require a political process (Nooteboom, 2002).  
When one is making decision or commitment on the characteristics based trust, it is not 
an easy procedure. One can become a member of community or family, but the criterion 
is strict and it takes certain amount of time. In this case, the process based trust has to be 
produced. The process trust is based on the relationships. The process based trust is 
produced on the basis of the limits of tolerance, as the tolerance is subject to the 
psychological processes (Nooteboom, 2002).  
Loyalty indicated in the intentional trust production is based on the ethics and 
conscience that is based on norms and values, or on emotions of friendship or kinship, 
routinization, or on the enjoyment of trusting relationship (Nooteboom, 2002: 88). 
Nooteboom further argued this as an attempt of cooperation as legitimizing one’s 
actions.      
Further chapter will discuss the connection between ‘Trust’ and ‘Control’, moreover 
how it forms each other and whether ‘Trust’ can exist without ‘Control’.  
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3.2 The Trust/Control Duality  
This section is based on the Guido Mollering’s (Free University Berlin) article on 
The Trust/Control Duality, An Integrative Perspective on Positive Expectations of 
Others, from International Sociology Vol 20(3): 283-305 Sage (2005) 
 
The theory by Guido Mollering offers a perspective on the relationship between trust 
and control and how it assumes each other’s existence, refers to each other, and creates 
each other; and how it is irreducible to each other. This perspective assumes that the 
actors reach positive attitude to each other, even though it has been negatively or 
positively affected one another. Furthermore, on this hypothesis, it is assumed that 
actors hold the positive attitude towards each other by understanding the composite 
relations between the systematic influences on actors; as consequence, benevolent or 
malevolent action occurs.  
 
Trust and Control Assume Each Other’s Existence 
Speaking of trust and control, one does not exist without another, so that each requires 
the existence of the other. Trust and control is not something that actor can strictly 
apply and then create certain expectations, but rather a benevolence of one assuming 
certain recognisable and relevant social structures with certain benevolence that shapes 
the particular system. In this way, trust assumes the existence of control. This system 
exists on the belief that the influential social structure will not neglect and act 
malevolent. In this way, control assumes the existence of trust in the sense that control 
alone is not sufficient, thus it is supported by trust. 
 
Trust and Control Refer to Each Other 
As it is stated above that trust and control assume each other’s existence, but they does 
not necessarily always coexist. They exist in the form of creating relationship to each 
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other that is based on the positive expectations. The actors who base their expectations 
on the social structures also perceive them as systematic structures that produce or 
reproduce structure in the society through its practice. When actors use the social 
structures benevolently, they leave certain extent of opportunity to act for the agency. 
Therefore trust refers to control. On the other hand, when discussing how much span of 
opportunity agency can give for the actors is the matter of assumed level of trust. In this 
consideration, control refers to trust.  
 
Trust and Control Create Each Other  
When the benevolent agency is referring to trust, it does not refer to single individuals 
in the society, but all individuals. In this respect, the agency obtains control like quality 
that all individuals are involved in it. Furthermore, when the benevolent exercise of 
agency gains attention and even gets taken for granted, the agency becomes the 
enforced power. Thus control is produced by trust. Thereafter, trust is produced by the 
control when individuals refer to and keep the social structures in the form of enforced 
control, aside from when the social structures are acting contradictory or ambiguous or 
imperfect in some way and leaving space for benevolent or malevolent exploitation of 
control. Moreover, positive expectations of others are reached when the actors see 
others encourage the social structure that is built on the intention to verify the consistent 
social structure. “People behave predictably not despite, but by virtue of the choices 
they make. Nevertheless, these are choices and they might be made differently and so 
predictability is never total (Mollering, 2005: 292)”   
 
Trust and Control are Irreducible to Each Other 
Mollering gives significance to the idea of duality and it does not assume that the trust 
and control is not each other’s subcategory. For instance, trust is not subcategory of 
control, such as ‘social control’ as it is implied sometimes, or that control is not a form 
of trust, such as ‘calculative trust’ or ‘institutional trust’. In this sense, the embedded 
agency and individuals are assumed to have positive or negative expectations of 
!Roskilde University  
Department of Business studies & Economics and Business Administration 
House 44.2, sixth semester Bachelor project - Spring 2009,  
Gerelmaa Gerelsaikhan Trust & Control – Black & White? 
 
Page 33/70 
recognizing the social structures and individuals as mutually irreducible concepts. Even 
though the social structure’s malevolent exploitation of agency is not legitimated, this 
expectation also does not provide the full assurance in benevolent behaviour of the 
actors due to the fact that the malevolent action is theoretically possible.  
The characteristic of control is that for the actors there is always have the possibility to 
behave against the social structures. “Control is always imperfect – however powerful 
an actor might be (Mollering, 2005: 294)”.  
Nevertheless, even when the agency is trustful or trustworthy, due to actors’ 
exploitation of agency is in benevolent manner and even when this is taken for granted, 
it does not mean that actors are now under full control of the agency. Instead, the option 
is still in actors’ hand and it cannot be removed due to the fact that actors refer to the 
social structures’ malevolent or benevolent acts in order to see the requisite behaviour.  
 
Trust and Control Require Suspension 
 This concept delivers the idea of social uncertainty and doubt one can have, when one 
is dealing with the trust and control duality. The concept does not imply as side effect of 
the trust and control duality, but another core assumption of structural control duality. 
For the actors, the unforeseen events are confusing and unconvincing, when the 
dualities are open-ended.  
As we can not be certain about the actors’ actions, even when the agency control is fully 
embedded, it would be absurd to exclude the possibility of actors’ breaking trust and 
thus it is referred to typical characteristics of trust. In another word, the positive 
expectations can occur, but on the other hand, these expectations can fail. Suspension is 
the process of actors’ option to eliminating the uncertainties and doubts and creating the 
positive expectations. This does not mean that suspension automatically deletes the 
uncertainty and doubts, but it makes it liveable for that time being.  
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There is no such thing as perfect control in the social relations, even when the 
discussion is on the control on its own. Positive expectations are not feasible, if the 
actors fail to recognize the uncertainty and doubts the agency entails.  
 
3.3 Cultural Dimensions 
The theory of cultural dimensions by Geert Hofstede serves the project report in the 
significance of giving theoretical understanding of culture in the country and moreover 
its influence in the work culture of an organization.  
Hofstede, in the 1970s, studied the influences of national cultures to the work-related 
values on IBM, at that time of the study, covering 40 countries, later expanded to 74 
countries in the world (Hofstede, 2009).  
Primarily Hofstede has developed 4 dimensions of differentiating cultures, Power 
Distance Index (PDI), Individualism and Collectivism (IDV), Masculinity and Feminity 
(MAS) and Uncertainty Avoidance Index (UAI), and later added the fifth dimension, 
Long and Short Term Orientation (LTO), which he applied to 23 countries (Hofstede, 
2001):   
Power Distance Index (PDI) measures the extent of the member of a nation that is 
willingly to accept the unequal distribution of power, wealth, etc. Low power distance 
indicates that the countries that have trouble accepting the inequality; but in the high 
power distant countries, vice versa, whoever is strong or intelligent gains access to 
wealth, power and prestige. The differences in political system, religion and 
philosophical and ideological thinking have its roots in the power distance index, but on 
the other hand it also supports back the norms and values of the culture.  
Individualism (IDV) deals with the degree of actors in the society expected to act 
independently. Hofstede gave the example as the U.S. culture as individualistic, which 
is where the members of the society are loose from the other members and members are 
expected to take care of themselves; while Chinese or Mexican cultures as collectivist, 
where members of the society function in groups and the compliment each other with 
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security, identity and belonging. According to Hofstede, the collective groups shift their 
identity, values, and norms together and perceive individualism as selfishness or 
alienation. The individualism and collectivism dimension is, also, closely correlated to 
the economic development of the country. On the other hand, there are countries like 
Japan and China that are incorporated modern technology with their traditional values 
and norms.      
Masculinity (MAS) index measures the biological sex differences’ influence in the 
social activities. In highly masculine societies, the separation of gender roles is greater. 
Moreover, Hofstede found out that in highly masculine societies, the career 
advancement and earnings are prioritized higher, while in the highly feminine societies, 
the more emphasis is given to the physical environment, interpersonal relationships and 
work goals.  
Uncertainty Avoidance Index (UAI) involves the ability and tolerance of human 
societies when dealing with uncertainty, ambiguity, and unfamiliar risks. In low 
uncertainty cultures, the members are more tolerant to the new ideas and behaviour, 
while in high uncertainty cultures, the members of the society often refuse to accept or 
recognize.  
Long Term Orientation (LTO) is a complex understanding of cultural values that 
involves virtues behaviour, but not truth. Hofstede questioned in his research whether 
western style of research questions and the research methods could reveal eastern values 
fully.  
Hofstede conducted research on the Chinese Value Survey, in correlation with the other 
dimensions, except Uncertainty Avoidance Index. He further explained the reasons for 
not conducting the research in connection with UAI as in Chinese cultures, defining 
truth was not the most important factor in the culture and in regards to this, and Chinese 
does not see the laws and theoretical principles in high regard. Hofstede further 
explained the notion of truth is long term in High LTO societies and therefore they 
express themselves, ‘yes’ or ‘no’ with full confidence, while in Low LTO societies, 
there are expressions of ‘maybe’ or ‘perhaps’ is common, as the truth is in short term 
and in long term or in the future, things are very uncertain in Low LTO societies. The 
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following table illustrates the Chinese Value Survey in correlation with other 
dimensions, except UAI: 
 
Figure 13: Chinese Value Survey, LTO in connection with other dimensions, 
except UAI 
High PDI 
*Having few desires 
*Moderation, following the middle way 
*Keeping oneself disinterested and pure 
Low PDI 
* Adaptability 
*Prudence (carefulness) 
High IDV 
*Tolerance of others 
*Harmony with others 
*Noncompetitiveness 
*A close intimate friend 
*Trustworthiness 
*Contentedness with one’s position in life 
*Solidarity with others 
*Being conservative 
Low IDV 
*Filial piety (obedience to parents, respect for parents, honour of ancestors, financial 
support of parents 
*Chastity of women 
*Patriotism 
High MAS 
*Patience 
*Courtesy 
*Kindness (forgiveness, compassion) 
Low MAS 
*Patriotism 
*A sense of righteousness 
Hofstede, 2001: 353 
 
The implications of LTO is divided into two sections; one section deals with family, 
work, and society; and the other section deals with the people’s way of thinking. In 
Hofstede’s (2001) theory, LTO countries’ values and norms are built in families, 
therefore the connection between the work and family is closely related. Moreover 
Hofstede found out that the informal networking and informal information sharing are 
as the most important in the High LTO societies, as he referred to as Horizontal 
Coordination. The importance of having long term or lifetime capital is important in 
these societies and therefore they tend not to destroy it short term or bottom-line causes.      
!Roskilde University  
Department of Business studies & Economics and Business Administration 
House 44.2, sixth semester Bachelor project - Spring 2009,  
Gerelmaa Gerelsaikhan Trust & Control – Black & White? 
 
Page 37/70 
Hofstede (2001), illustrated in the below table, demonstrated the differences between 
the low and high term orientation cultures (only relevant points for the project have 
been selected in the chart), High LTO countries (long term oriented) often refers to the 
Asian countries and Low LTO (short term oriented) is often referred to the Western 
countries, but it can also vary to an extent from country to country and from culture to 
culture:  
 
Figure 12: Low and High LTO cultural differences 
Low LTO High LTO 
Summary of connotations of LTO differences found in the surveys and other comparative 
studies 
Quick result are expected Persistence, perseverance 
Shame is not a common feeling A sense of shame common 
Personal steadiness and stability Personal adaptability 
Protection of one’s face 
Face considerations are common, but 
considered weakness 
Respect for traditions Adaptations of traditions to new circumstances 
Leisure time important Leisure time not that important 
Most important events in life occurred in past or 
occur in present 
Most important events in life will occur in 
future 
Small share of additional income saved Large share of additional income saved 
Investment in mutual funds Investment in real estate 
Key differences in family, social relations, and work 
Less satisfied with the own attempts at correcting 
social injustice 
No need to contribute more to correcting social 
injustice 
In business, short term results: bottom line 
In business, building of relationships and 
market position 
Family and business sphere separated 
Vertical coordination, horizontal coordination, 
control and adaptiveness 
Meritocracy: economic and social life to be 
ordered by abilities 
People should live more equally 
In ways of thinking 
Probabilistic thinking Either full or no confidence 
Belief in absolute guidelines of good and evil 
What is good and evil depends on the 
circumstances 
Short term virtues taught: social consumption, 
spending 
Long term virtues taught: frugality, 
perseverance, saving and investing 
Need for cognitive consistency Opposites compliment each other 
Government by law Government by men 
Analytical thinking Synthetic thinking 
Lower performance in basic mathematics tasks Higher performance in basic mathematics tasks 
Hofstede, 2001: pp 360-367 
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The notion of Western and Eastern ways of thinking has been evident since these two 
worlds came into contact (Hofstede, 2001).  The differences between the High and Low 
LTO societies, the virtue is perceived in different dimension and therefore in Low LTO 
societies, the respondents tend to be less satisfied with their efforts contributing in 
correcting injustice or inequalities, as in High LTO societies, virtue is perceived 
according to the circumstances, but not in the standardized principles of good and evil. 
Therefore, in High LTO societies, when one is behaving virtuously, they do not see the 
need in correcting the injustice.  
Hofstede (2001: 370) further discussed the correlation between LTO and the 
economical growth and the future perspectives of the High LTO societies. He found it 
difficult to predict the future of the High LTO countries and questioned whether “Asian 
cultures with increasing affluence will become more short term orientated”. 
 
!
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4 ANALYSIS  
In this section, the empirical data will be discussed in relation to the theories. Some of 
the discussions are built on the empirical data only, as the data from interviews relieves 
a lot of different information than what is discussed in the theoretical chapter. The 
analysis chapter is built on the empirical data from the two interviews, the one with 
Battsetseg Togtokh, another with Rita Mijiddorj, and other information data, which are 
collected from Moncord database and other statistical sources.  
!
4.1 Understanding Moncord Credit Union 
Looking at any financial organisation, the main goal and vision is to create financial 
profit for their stakeholders. Moncord CU is different from these kinds of organisations, 
by their other means of beneficial services to its stakeholders, besides economical gains. 
The organisation works towards its member benefit; and it is owned by its members. 
The financial gains of the members in Moncord are through various loans and deposit 
products, as well as the revenue on the shares. In the other means of services, it includes 
the informal friendly communication among the members and the management, 
therefore the social events are perhaps widely enjoyed and as well as other various 
trainings and advises on the different business activities. But I questioned in the 
interviews and I still question here, whether it is enough, when one chooses the one over 
the other among different financial intermediaries. In connection with this, I questioned 
how much trust, commitment, and loyalty of the members are there in this institution.  
According to the empirical sources, the members are recruited to the organization, 
mainly through informal networks, such as family, friends, and co-workers. When 
discussing the forms of trust, this form of trust is defined as micro altruistic. In the other 
words, this form of trust is often irrational, but isolated from the unconditional trust, as 
it is based on the belief in one’s partner’s decision and disregards the opportunistic 
behaviour that is based on the resistance and pressures. This form of trust can be broken 
down when the conditions are about to be violated or rules are broken down, which 
means in extraordinary and exceptional situations. In this sense, this form of trust is 
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very strong. This form of trust can be even stronger in case of Moncord, due to the 
cultural influences. Mongolian culture is collectivist rather individual, dominant culture 
in Asian continent, as it is explained in the Hofstede’s theory. Decisions are made in 
groups, families, and friends.  
According to the Nooteboom, the macro egoistic form of trust is the institution based 
trust. This form of trust is within the external environment of laws, values, standards 
and agencies with their special enforcement. In case of Mongolia, where the external 
control over all the SCUs is; what the legal framework in SCUs is; and what can be 
included in the norms, standards and values. As it is demonstrated in the introduction 
chapter, the proper legal framework for all SCUs is still pending and the proper control 
organization does not really exist at the moment. FRC and MOCCU are currently 
working towards creating a better legal and regulatory environment for these kinds of 
organizations, as it is stated in the empirical data. The question comes along, so there is 
no institution based trust in Moncord, as the institution based trust can only be based on 
the external environment, not within the organization itself.    
On the other hand, the cultural discussion can intervene in this matter. According to 
Hofstede, in Low LTO countries, people do not see the need of correcting injustice 
when one is behaving virtuously. Perhaps, it is evident here that the understanding of 
institution based trust is not really strong in Asian countries, as people trust according to 
the circumstances, but not according to the standardized principles.  
As demonstrated by Bachmann, the institution based trust functions as a social control. 
In this sense, it can be concluded that the institution based trust is not there, due to the 
fact that there is no social control. So the further question comes up, in connection with 
the Control/Duality theory, how the trust is formed when there are no social forces or 
control.  
Mollering’s theory on the Trust/Control theory, it is stated that trust and control is 
duality, it does not exist without each other and it is irreducible to each other. According 
to the empirical sources, Moncord CU is defined as an organisation, which is built and 
highly depends on their member’s trust. As to the question, “How important is 
Moncord’s member trust in the organization?” Rita Mijiddorj answered, “Moncord is 
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the members itself, if there is no trust, there is no Moncord”. When I asked the question 
to Battsetseg Togtokh, “What are the most important elements in the existence of 
Moncord? What is the crucial element, in order to keep the Moncord’s position in the 
market?” she answered, “The most important thing for Moncord’s existence is 
Moncord’s trust relationship with its members (…)”. It can be concluded that the key 
individuals of Moncord considers ‘trust’ as the most important factor in the existence of 
the organization. According to the Mollering’s theory, the control and trust assumes its 
existence, in this sense, how Moncord’s members assume control in the organization, if 
they already trust Moncord and deposited money. First there needs to be a definition of 
trust, in order to proceed with the further discussion.  
As Nooteboom stated in the definition of the ‘Trust’ as information entails, it is its 
factual truth, accuracy, completeness, impartiality, up-to-dateness, accessibility, 
interpretation, relevance, authenticity, confidentiality, and security. When discussing if 
Moncord has restrained all these forms of trust relationship with its member; factual 
truth in Moncord can be referred to Annual General Meeting and the audited annual 
reports. Accuracy and completeness can be also referred to the above mentioned truth. 
In order to test, whether it is complete, accurate and valid, the external actor’s role is 
important. When looking at the interviews, both of them, as representatives of 
management team expressed their intention in telling the truth, when dealing with the 
members, when I asked: “So what do you say, if the member asks how protected is my 
deposit, if the worst happens?” Battsetseg answered: “This is difficult question, if 
member asks. That is our biggest concern these days. Bank of Mongolia and 
Government just issued deposit insurance for the commercial banks. The deposit 
insurance for SCUs is an ongoing discussion, and nothing has been decided yet. I 
cannot lie that there is no problem and I would be true to members and tell them that 
there is a possible risk. But we are learning from the best practices and will find out 
solutions by working together with Asian Credit Unions movement”. Rita Mijiddorj 
answered to the question, “how does Moncord promote itself, except the fact that it is 
the biggest and one of the most successful SCU in Mongolia?” “We do not compliment 
ourselves or promote or advertise in any means. We explain our products and services 
and our management policies. That means we tell the truth and that contains both 
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negative and positive sides of the matter (…)”. This can say something about their 
organization’s and the management team’s impartiality as well.  
On the other hand, Moncord needs to activate its website, in order to increase the 
member’s accessibility to the information data, as well as up-to-date information. The 
external environment has been hit hard by the crisis in 2006, according to the empirical 
sources. According to the Law on the Co-operatives, it prohibits the promotion and 
advertisement for the public, to certain extent, and only allows certain promotion and 
announcement among the members. The website is therefore crucial element, when one 
wants to reach their members with up-to-date information.  
Nooteboom also mentioned two forms of trust in organizations: behavioural and 
intentional. The first deals with one’s trust in organization’s ability of performance that 
is proven in the previous experiences and the other deals with the organization’s ethics 
and honesty, moreover it’s based on certain conditions, such as external environment 
and competition. The members trust Moncord, due to the Moncord’s previous 13 years 
of proven stable and steady growth and moreover, there is conditional trust for 
Moncord, from the members’ side, as it is competitive in the market. The conditional 
trust has been decreased in the organization during the crisis time and still influencing 
to a certain extent, due to the external environment’s influences, due to the market 
insecurity and also the market competition increased. Moncord held a meeting with its 
members, according to the empirical sources, in order to clarify the confusion and to 
increase the conditions of the member’s trust in the organization and therefore Moncord 
has managed to stop the possible high degree of downturn in the members’ trust.  
The possible other two forms of intentional trust can be also discussed. There are two 
levels of intentional trust in organization; trust in benevolence and trust in devotion and 
efforts, where it entails trust in organization’s awareness for not to make any mistakes. 
The trust in benevolence from the member’s side can be revealed in the Moncord’s 
member survey. According to the member survey, for the question, “There are a lot of 
financial intermediaries in the market at the moment, why did you choose Moncord?”, 
the members answered, “I support Moncord as a member and have been taking loans 
since the beginning – 15.7%; fast loan approval speed, low transaction costs, fast 
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service and no bureaucracy – 48.7%; friendly service and professional environment – 
32.2%; other – 3.5%”. Most of the people answered that they chose Moncord over 
other financial institutions for its services and products, and only 15.7% answered that 
they chose Moncord, because they have been taking loans since the beginning. This 
15.7% can be classified as the members chose Moncord over other institutions as they 
trust for Moncord under certain previously proven conditions. Nooteboom called this 
form of trust as habituation or in other words, routinized behaviour, which is non-
calculative and non-reflective, but he defended this form of behaviour as rational, as it 
is based on the previous experiences. However, this form of trust can also fail when the 
conditions change or intolerant event occurs, but this is based on the tacit knowledge 
and therefore it takes long time for one to change its behaviours. Furthermore, 
Nooteboom stated that the tolerance level is also differs from country to country and 
from culture to culture.  
Moving into the foundations of the trust, it can be said from the above survey, the most 
respondents answered that their choice for Moncord was based on the rational reasons: 
financial means of benefit. Nooteboom continued with the trust that is based on the self 
interest and if that can go beyond and can contain benevolent reasons, such as loyalty 
and ethics. Or this would be considered as an unwise decision. Nooteboom also 
discussed that it can go further within the routine based trustworthiness, as it is 
developed with the socially enforced norms and values, which is affected by the 
empathy and identification. This is also demonstrated by Bachmann, as he argued that 
the trustworthiness is the inclusion of both self calculated interest and benevolence.  
Looking at the Moncord’s financial indicators until 2005, the financial growth has been 
in geometric quantities. In 2006, the crisis in financial sector of Mongolia, namely in 
the non-banking financial sector obviously have been influenced the external 
environment of all the SCU and NBFI in Mongolia. Therefore I asked in the interview 
“What are the most important elements in the existence of Moncord? What is the crucial 
element, in order to keep its position in the market? What is the first priority, higher 
financial profit or members’ trust” Rita Mijiddorj answered, “Higher financial profit is 
very blurry concept, in this question. There will be high profit, when the deposit rate is 
low and loan rate is high. In my opinion, this cannot be beneficial for the members. This 
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should be the opposite, for the members’ benefit. In that way, the members can enjoy 
financial means of income. In this case, we need to learn to accept lower net profit. In 
other words, the members will benefit more from the higher interest rate of deposit and 
lower interest rate of loans”  
In this case, this question arises: what are the member’s impression and understanding 
in this matter; moreover is there any stakeholder, who sees other self calculated 
opportunities than just this; and can all stakeholders benefit from this policy.  
Rita Mijiddorj continued, “(…) in this manner, the dividends are not counted here. In 
my opinion, the members should benefit the most from the deposits and loans interest 
rates, instead of the shares they own in the organizations. Personally, I am against the 
higher yield in the dividends. But of course, there should be certain dividends need to 
be allocated” The question arises, if all the shareholders benefit from the other means 
of financial services than their return on their shares. Battsetseg Togtokh has not 
pointed out any policy implications towards the shareholder revenue. This question 
arises again, if the Moncord’s members chose to stay with the organization upon 
benevolent means of reasons.  
Moncord’s net income is allocated in this proportion: 40% to the shareholders, from the 
remaining amount 40% reserve funds, 30% each for the Co-operative Development 
fund and Social Funds. When one want to be a member of Moncord CU, a share shall 
be purchased amounted to 50 000 tugrik. In this case, everybody in Moncord CU is 
shareholders, except the members under the age of 18. According to Mongolian Co-
operative law, a person who is 18 or above is eligible for becoming a member of any 
Co-operives or Credit Union.  
In the theory, in order to make the actors see the clear picture of the reality and in order 
to make self calculated decisions, the role of intermediate agencies is important. This 
mechanism will function as revealing the clear picture from the outsider eyes and 
prevents from bias understanding or miscommunication. The intermediate agencies for 
Moncord are various media entities and authority institutions. In this sense, the 
reputation and stance of Moncord is currently measured from Financial Regulatory 
Commission, as the result of the licensing of all SCUs in Mongolia. To the question of 
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the role and the importance of the umbrella organization - MOCCU, Rita Mijiddorj 
answered, “Right and strong umbrella organization will not only bring benefits to 
Moncord, but as well as other SCUs in Mongolia. As I understand, MOCCU will build 
a lot of different systems, like Stabilization fund, Deposit insurance system, Central 
Liquidity Facility, Training centre, SCU’s audit etc. This system will strengthen all the 
SCUs management and develop further, and moreover these SCUs can co-operate and 
organize broader social activities for the members” and Battsetseg Togtokh answered, 
All the policy guidelines and standards from ACCU will be implemented for Moncord 
and the products and services will be reaching at the international level as other 
member SCUs. In other words, through MOCCU, ACCU will be implementing 
standardization in all SCUs in Mongolia, in all levels, services, products, strategic 
management, marketing, operational activities and make sure all the members are 
satisfactory and learn to control the growth, make sure that the management team is 
organized and all will have same vision and mission etc. Moncord will be learning from 
this systemized standard and will continue to grow with new challenges and 
initiatives”.  
The Reserve Fund was the frequently discussed topic in the interviews that I have 
conducted. The organisation itself is not controlled by any other outside organisation. 
 
Figure 13: Moncord’s Balance Sheet and the Ratio of Deposits and the Reserve 
Fund  
Balance 
Sheet 
2004 2005 2006 2007 2008 
Loans 2.161.371.791 2.804.428.266 2.394.832.670 3.079.507.960 2.617.446.253 
Deposits 2.408.514.490 3.332.578.824 3.167.504.694 4.196.647.511 3.531.288.674 
Total Assets 2.616.850.297 3.513.158.292 3.353.325.616 4.339.792.443 4.009.557.503 
Reserve Fund 6.857.425 20.218.830 29.458.800 39.165.206 54.060.770 
Ratio of 
Deposits 
/Reserve 
Fund 
0,28% 0,61% 0,93% 0,93% 1,53% 
Moncord, 2009 
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Until 2004, no amount has been allocated to the Reserve Fund of Moncord and in 2004; 
6.8 million tugrik has been allocated to the Reserve Fund for the first time. The Reserve 
Fund is growing gradually until 2008, but this is not sufficient at all to cover the 
depositors’ credit. In 2008, Mongolian Government and Bank of Mongolia released the 
deposit insurance for the commercial banks of Mongolia. However, there has been 
nothing decided on the deposit insurance for the non-banking financial sector until now. 
From this picture, the reserve fund is in total critical eyes and one might question how 
trust and control exists here, when there is no back-up system or insurance for the 
depositors’ credit. So in this case, how one can see the control system, in order to trust 
the organization.  
Speaking of trust and control in the organization, Mollering demonstrated the theory of 
Trust/Control Duality. According to the theory, “trust” does not exist without “control”, 
nevertheless one can not embed control or push trust. The system is organized upon the 
belief and trust of the certain social structure will not neglect and this is also supported 
in the other way around, as control is based on the trust. In case of Moncord, the 
members believe that Moncord and its management team will not neglect and act 
malevolent, and also Moncord exists upon this trust of the members, as it can not be 
existed without its members’ trust. Therefore, the control is assumed by the members 
and control exists upon the members’ trust.  
Mollering’s theory is titled, Trust/Control Duality, An Integrative Perspective on 
Positive Expectations of Others. The author argues for the existence and reference of 
trust, and control relationship exists on positive expectations. The expectation exists in 
the form of actors seeing the social entities as systematic structure and therefore when 
actors act benevolently, they expect benevolent actions from the system. In case of 
Moncord, when members come to Moncord and decide to deposit their money, they 
expect positive actions from the organization; Moncord also acts back in the benevolent 
manners. Therefore it refers to each other. As Rita Mijiddorj and Battsetseg Togtokh 
said, Moncord’s most important asset is the members and its trust relationship, in the 
other way around, it is also Moncord’s management, if there was no management team, 
which is controlling the system and behaving benevolently, the system would not exist.  
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When Moncord acts benevolently, it does not refer to a single member of the 
organization, but refers to all members and therefore it obtains control like quality that 
involves all the actors in the play. Furthermore, the recognition of such control like 
quality is produced by trust. In this way, Moncord become enforced control agency. 
This can fail, when the agency is acting contradictory or imperfect and leaving space for 
malevolent actions in the agency. On the other hand, the agency cannot expect complete 
benevolent behaviour from the actors, as it is called choices; they could choose to do 
something different. Therefore there is no such thing called predictability of people’s 
behaviour, due to the fact that theoretically actors have the possibility to act against the 
social structures. This can conclude that the members of Moncord feel secure and 
decided to trust upon the positive expectations on Moncord, not because Moncord is 
controlled by any authority organisations. In other words, the members have given trust 
for the organization and therefore the organization has gained the control, in return, the 
organization has gained control, because the members trust Moncord.  
Mollering argues further that “trust” and “control” is not subcategory to each other, but 
it is irreducible to each other. It contradicts with the Nooteboom and Bachmann’s 
notion of “institutional trust”, to some extent. In this sense, individuals can have either 
positive or negative expectations in institution, as the institution’s benevolent behaviour 
is not fully legitimized or guaranteed. In return, even the agency is trustworthy and 
actors are acting benevolently, this does not mean that the actors are under the agency 
or the institution’s control. Moncord’s benevolent behaviour is not fully guaranteed and 
in return, even though Moncord and its management team are holding the control of the 
organization, it does not mean that the members are under control. 
The author mentioned also the suspension in trust and control, as a society contains 
uncertainty and insecurities at all times. Mollering defined the positive expectations as 
the option of eliminating the insecurities and uncertainties. On the other hand, one 
cannot assume that the uncertainties and insecurities are deleted, due to the actors’ 
elimination, when weighing the options, but to recognize the doubts and see the viable 
possibility the agency entails. !
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4.2 Further Understanding of Moncord Credit Union in Modern 
Organisational Context 
In this section, I will discuss modern organizational approach in accordance with the 
theories of “Stakeholder Perspective” and “From Control to Values-Based Management 
and Accountability” and to some extent, in case of Moncord. Both theories are 
interesting and relevant to reveal the shift in modern organization’s philosophy and 
ideology.  
Pruzan (1998) demonstrates, in the ‘From Control to Values-Based Management and 
Accountability, the contemporary shifts in the perspectives, from traditional thinking of 
giving higher emphasis on the fiscal indicators by defining the main efficiency in the 
organization to the complex levels and qualities of efficiency an organization can gain, 
besides money. The complexity is in one hand difficult to define and to control.  
The following arguments are the explained in the theory (Pruzen, 1998): 
A. Traditional power becomes powerless in democratic societies with flat 
organizations.  
B. Leaders looses contact with reality in large, complex organizations 
C. The language of money is too narrow 
D. Stakeholders have a right to be heard – and corporations have social 
responsibilities 
E. Bright, creative, motivated responsible and loyal employees seek meaningful 
work, personal development and harmony between their own and the 
organization’s values 
F. It pays off 
It is argued in the theory that all the above-mentioned statements are becoming 
meaningful in the value based modern organizations. The modern society both demands 
for explanation and reasonable response in what they are doing, and do not simply just 
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follow the rules. The theory also argues that the gap between the higher and the lower 
hierarchy is narrowing.   
Another point in the theory is that the growth is no longer measured in just financial 
numbers; rather it is in more complex terms of both qualitative and quantitative 
qualities. It is easy to measure one’s growth in share, profits, and stock prices, but 
qualitative values are also encountered in the value-based organizations, development in 
stakeholders’ expectations, satisfaction and loyalty etc. This can be demonstrated in the 
case of Moncord, as the organization is not solely working towards the financial 
benefits of their members.    
A Stakeholder Perspective, in short, deals with the understanding the notion of 
stakeholder, who affects or affected by the achievements of an organization, and they 
are entitled to claim for the reasonable return on their interests, rights and values. This is 
the shift in organizational thinking; not only the financiers of the organization having 
the most absolute legitimate to gain the most profit (Hummels, 1998).  
I find it relevant to discuss the modern organizational approach of Stakeholder 
Perspective in case of Moncord, as members of Moncord are both shareholders and 
stakeholders, as there is very few organizations are running in this form of management, 
and therefore Moncord was a special case to discuss when dealing with a Stakeholder 
Perspective.  
The concept is also fuzzy, in terms of defining who the stakeholders are. There can be 
stockholders, employees, customers and the community – public. Earlier, the 
shareholders had the sufficient legitimation to claim for their return on their 
investments, but the employees or the management team didn’t have the sufficient 
legitimation and plus there was no such legitimate thing as fiduciary obligation towards 
only the shareholders (Hummels, 1998).  
In this matter, Moncord is a special case, where the stakeholders and shareholders are 
legitimately the same people, but there is also more to be discussed about the other 
stakeholders, not just the financiers of the organization. In case of Moncord, the 
stakeholders can be consisted of the members – both the shareholders and the children 
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with the saving
1
, the employees – the management team, the boards of directors, 
members, supervisory, audit committees, and perhaps we could add here the other 
affecting organizations, such as MOCCU, ACCU, FRC, other financial intermediaries 
of Mongolia, public and private authorities, the community, and the public.  
So this question comes along, how Moncord perceives and gives attention to the other 
stakeholders, besides the members of the organization. As mentioned earlier, the 
shareholders have the legitimate rights to claim for their return on their investments, but 
their right is not absolute. The idea of everyone seems to be a potential stakeholder is 
the trigger in this matter.  
The theory’s intention is not to define who is the real stakeholder or who qualifies for 
stakeholder, but to raise the awareness of organizations and institutions in recognizing 
the potential influences and make sure that the primary stakeholders are satisfied as well 
as the other stakeholders are taken into consideration and reasonably satisfied 
(Hummels, 1998).  
The statement does not mean that management of an organization go and define all the 
stakeholders’ rights, interests and influence at the same time, satisfying the primary 
stakeholder’s interests. It is to create win-win situation by taking other stakeholder into 
account and plan morally and ethically responsive decisions (Hummels, 1998).  
In the two interviews that I have conducted, I have asked questions both related to how 
much attention Moncord is giving to its management team, board and other players in 
the community, such as public, the umbrella organizations and other authorities. It is 
difficult to measure, how they really take into account all the stakeholders into account, 
by just conducting two interviews.  
Furthermore, Freeman and Liedtka (1991), argued that all these decisions and 
responsibilities are not just only the management team, but also if the stakeholders have 
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the possibility to influence in the decision making process, then they have fundamental 
responsibility, and the responsibility should not differ than those of management team.   
This can turn the discussion in the other way around. In the case of Moncord, a lot of 
decisions are made among the members of Moncord and the management team in 
various forms of meetings, but there are also a lot of decisions and the responsibilities 
on the shoulder of management team. The next question comes along, if the 
responsibilities of the shareholders are enough, moreover how much responsibility and 
the inclusion in the decision making process should be there from the other 
stakeholders. Is it just enough to discuss making ethical and reflective decision making 
processes? 
In case of Moncord, the organization itself is small compared to any other players in the 
financial market of Mongolia and even though, it is one of the biggest and most 
reputable among other SCUs in Mongolia, the attention is needed to be given into the 
inter-active consultation with the different levels of stakeholders and as it is worth 
listening to their opinions, meanings, and outweigh the options afterwards.  
!
  
 
!
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5 CONCLUSION  
Though Moncord CU cannot per se be considered as fully developed organization, it 
can be said that the organization has been developing with geometrical growth for the 
last 13 years; gaining success by obtaining many people’s trust; and contributing to the 
society to certain extent, by creating self-sustaining petit society. The organization 
entails much more than a simple prosperous financially viable institution; it also entails 
a story about an actor in a play who in one side is affected by the organization, and in 
the other side controls the organization.   
The organization is running on the member’s trust and perhaps I could conclude here 
that the organization is running on the trust that is also referred back to the control of 
the organization. This is a special case, where no control is embedded from the outside 
authorities and the organization is being controlled by the members’ confidence in 
organization’s management team that would not be neglected. As stakeholders – the 
members, the main decisions are made in the Annual General Meetings and so it gives 
the stakeholders to act in accordance with the market situation; and when the conditions 
changes, the management team has the possibility to consulate directly with the 
members.  
In the light of shift in the organizational and societal thinking, I argue that the each 
player or stakeholder in the market have an increasing importance in the relation to the 
structure of the whole system. The system is being forced to be highly flexible in terms 
of adjusting to each stake holder’s demands, needs, and interests. These demands, 
needs, and interests not only include the interests and the demands of each player, but as 
well as the increased awareness on sustainable solutions and sustainable environment.   
Not just Moncord, but the other similar non-banking financial institutions are in need 
for viable umbrella organization and need for to create the deposit insurance scheme for 
the members, in order to create more secure market and better financial environment, 
which prevents from any sudden crisis situations.  
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The organization’s other means of services and benefits to the members are hard to be 
measured and but the surveys indicate that the members’ overall life condition has been 
changed to some degree by Moncord, as indicated in the survey conducted by Moncord.   
Even though, the country – Mongolia is not a developed country, but a developing 
country, and perhaps one could say that the financial needs and demands are being 
considered the primary choices for the people’s options in life; on the other hand, I 
argue that due to the shift in societal thinking, people’s attitude and approach in life has 
been reflected in the societal change and moreover in the organizational thinking and 
therefore the players are more concerned on the ethical issues.       !
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Appendix A: Interview with Battsetseg Togtokh  
May 4
th
, 2008 
One of the 16 founding members of Moncord CU, the current board member of Moncord 
CU and the CEO of MOCCU.  
 
How did the crisis in 2006 affect Moncord CU? 
Moncord’s external environment has been hit very hard by that time of 2006 Credit Union crisis 
of Mongolia. For many people, SCU is an international movement in financial world with its 
special element; it's different management policy, and creates certain value in the society. It 
serves its members in both financially, but at the same time gives them social services. The 
organization had very positive image and picture, suddenly changed into as an organization, 
which is trying to cheat people and trying to steal many people’s money. The image had 
dropped for all the SCU in Mongolia, due to the crisis. As a result, we have become the victim. 
We have been predicting, due to the crisis, a lot of people would withdraw their deposit and so 
therefore, in order to prevent such situation, we have held a meeting with our members-
depositors. We have explained the members that if they withdraw their savings, your union will 
be going down and told them that we have shown trust for many years, and we still operating 
very efficiently and explained the whole situation. They decided not to withdraw their deposits 
and shown commitment, as a result the consequences were not that negative.  
But the numbers say that in 2006, the performances went down? 
Compared to the other unions, we have outperformed, due to the high trust between the 
organization and the members and the management team. As you can see it, in 2008 the net 
profit was higher than 2007. We have negotiated with the members, in order to keep the 
organization safe and sound and we have decided to give more yield for depositors and 
increased the interest rate. That’s why; the net profit was that low. The margin of the average 
interest rates of loans and savings was almost 0.8%, due to the fact that interest rate for the 
deposit was higher and we were keeping the interest rate for the loans in the same rate as 
before. The main goal of our organization is to work for the members and that’s what we did in 
this case scenario. According to the law we allocate from the net profit: 40% for dividends; 
from the remaining amount, 40%, 30% and 30% to the Reserve fund, Co-operative 
Development Fund and Social funds respectively. But the dividend for that year all went to the 
reserve fund, in order to strengthen the union. This decision was made at Annual General 
Meeting of members.  
How do you explain the reduction in total asset in the last few years? 
There were a lot of crisis situations in the commercial bank sector and due to the reason, the 
money supply were cut short and banks stopped giving any loans. The inflation was very high 
and then commercial banks increased their interest rates. So then the loan supply from the 
banks was in short, so the loan demand is increased in our case. The dollar and tugrik needs to 
be in balance as well, but the dollar supply was very low in Mongolia. Dollar value has 
increased very much. The price increased generally and then it influenced people’s income. We 
have decided not to give that much loans, but instead concentrating on giving deposit-based 
loans – secure loans and only giving business loans with the best security. Due to the crisis, in 
order to assure the members to leave their deposits in Moncord, we have been keeping the 
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interest rate very high, but we had to keep it down slowly. During the crisis, we have been 
keeping policy to reduce all kinds of expanses. For example, decreasing staffs salary and 
bonuses, instead of drinking coffee or tea, maybe drink water or something and cutting down 
board meeting expenses by 20% for certain period of fixed time. But the audit committee 
advised to lower the remuneration, but not to lower down the staff salary. Therefore, we have 
put back the staff salary in the same level as before. We have learned from this that we will not 
reduce the staff salary when this kind of situation occurs, but to cut the expanses on other 
things.  
We are not the best country example, when discussing about SCU in the world; and because a 
lot of SCUs got bankrupt in Mongolia and entire financial crisis are bringing a lot of insecurity 
and uncertainty, and now it seems like our policy is mainly concentrated on protecting the 
shares and credits of our members, instead of growing dramatically, what you call it “Golden 
Gate Protection”. This can give explanation to the reduction in the total assets and total loan 
and deposit liabilities. This kind of policy management is being taken place in many other SCUs 
in Mongolia. The management policy is to create sustainable development and stable growth, 
compared to the geometrical growth we had in the beginning. Moncord has a great capacity 
and assets and has many advantages than any other SCU in Mongolia. We have now closely 
working together with ACCU and “ACCESS branding standard” is about to be applied and 
going to start soon on this project. MOCCU is there to work closely with ACCU. I am going to 
the ACCU CEO General meeting soon. That means, MOCCU is about to start working closely 
with all the SCU in Mongolia and make a proper standard for these organizations, by co-
operating with the international umbrella organizations. Before, there have been two 
confederations and they have been fighting over power and ACCU was not really eager to work 
with two organizations. Now, it this is changed and ACCU is very much challenged to work 
with MOCCU and provide policy guidelines and its follow ups.  
Is Moncord a member of MOCCU? 
No, not yet. This is a long story. Moncord has been working very active towards creating a 
single confederation system in Mongolia for so many years. Frankly, some Consultants of 
Canadian Credit Co-operatives has been challenging Moncord people, to work towards this by 
telling that bigger SCUs do not benefit so much from umbrella organization, but they are very 
helpful for sustainable development and its innovative development strategies. Moncord has 
been motivated and has been working actively, paid 50% of ACCU's yearly fee and even bought 
some furniture, and has been actively involved in all kind of activities. And maybe it was 
somehow very much in the leading position in the eyes of other member organizations and as 
from the side of the regulator's view. And we were not so much wanted. Maybe it was their lack 
of participation and misunderstanding. Then the Financial Regulation Committee was almost 
going to bring out a new draft MOCCU by-law and had been suggesting to announce 
extraordinary general meeting and tried to interfere in the movement from their point of view. 
Moncord disagreed with the objection and wanted to stand up for itself, but decided not to, due 
to the fact that they issue the license for the SCUs in Mongolia and did not want to get on the 
cost of our Members. The meeting was held and they decided to give one vote for one SCU, 
regardless of the size or members, but decided to charge member fee proportional to the asset 
size. Due to this decision, Moncord board decided not to join the confederation that time. This 
has happened 2 years ago. Since then they were asking us to become a member of MOCCU.  
Moncord has been joining the confederation several times. Just by now, it is going in the 
direction of cooperation among the co-operatives, in my opinion and I hope Moncord will stay 
again a member of MOCCU.  
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If Moncord joins MOCCU, how it can influence Moncord? 
All the policy guidelines and standards from ACCU will be implemented for Moncord and the 
products and services will be reached at the international level as other member SCUs. In other 
words, through MOCCU, ACCU will be implementing standardization in all SCUs in Mongolia, 
in all levels, services, products, strategic management, marketing, operational activities and 
make sure all the members are satisfactory and learn to control the growth, make sure that the 
management team is organized and all will have same vision and mission etc. Moncord will be 
learning from this systemized standard and will continue to grow with new challenges and 
initiatives.  
MOCCU will be only working for its member organizations? 
No. In the future, MOCCU will be representing all the SCUs movement in Mongolia and SCUs 
will only allowed to operate in the country, only after joining the confederation. So it should 
become a very strong movement in the future, if the organization will take its coordinating role. 
Now there is 215 SCUs in Mongolia who has received the license to operate in Mongolia and 
only 52 of them are members to MOCCU. So that means, MOCCU is only covering 25% of 
licensed SCUs in Mongolia.  
That means, some of the SCUs in Mongolia will not qualify for the license, and therefore 
will stop operating? 
It was going crazy the last couple of years. The number of SCUs in Mongolia was nearly 
around 1000, almost everybody was opening SCU and there was even 5 SCU in one office 
building. In some Asian countries, they don’t count SCUs with members lower than 250. It is 
like; commercial banks are only allowed to operate, if their asset is more than 8 billion tugrik 
and NBFIs with more than certain hundreds of million tugrik. So SCU will be going into this 
direction and only going to license SCUs with certain amount of members. So that means, in 
future, the number of SCUs in Mongolia will decrease and only the strongest ones will be going 
to stay in this competitive market. But of course, MOCCU needs to be developed first.  
Now I want to move on to the Moncord’s management and its internal policies. How 
Moncord is open, I mean, any member can step in to Moncord’s office and gain any 
interested information they want? For example, I want to see the last two years’ annual 
report or any financial indicators. Moreover, like how open it is to public, like for 
example, any interested person could come in and ask questions? Or is there any 
confidentiality? 
Of course, it is open. The annual report is always audited and published and delivered to 
members every year. Moreover, there is very big and long collection of all different kinds of 
information available for the members’ use; how to write business plan, how to do business, 
what are the important things when one doing business, how to increase your competitiveness 
in the market, how to deliver your goods with the best quality to the customers and this kind of 
information is available for the members. Members love that and many enjoy reading them. 
There is a handbook published including information of all the business active members, so that 
members can read it and cooperation is possible between them. But I don’t know, how much it 
works between them, but there is contact address and phone and main business activities of 
people, so the possibility of networking is there. In the other hand, we are still working on the 
website. I don’t know what the problem is. But I think it will be there soon too.  
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If you’re working on the website, how it is going to look like. Is there going to be a lot of 
general information about Moncord or there will very frequently updated news feed as 
well?  
As far as I remember, they were going to make a system where members can share their ideas 
and also can write their opinions and suggestions to board or management team etc. The 
website will also be inspired by the other reputable SCUs in the world. All the general 
information will be there too, like organizational structure and management, history and 
statistical information and news feeds.  
What are the conditions of becoming member of Moncord? 
Members have to pay at least 50 000 tugriks share capital and membership fee, fill out the 
Membership application. That’s it. There is no criterion for who is going to be member of 
Moncord.  
How Moncord set the interest rate? 
In order to be competitive, Moncord set its interest rate little bit higher than the commercial 
banks of Mongolia.  
Then if you put the interest rate for the deposit higher, the interest rates for the loan will 
be higher too? 
In order to be competitive, we have to have lower interest rate for the loans than the 
commercial banks. All the other SCUs have higher interest rate for their loan products. But in 
the reality, the expanses of getting loan from banks are higher than the SCUs. They charge 
different kind of fees for the different reasons. Processing fee, loan fee, service fee for getting 
advice from the loan specialist and in order to prepare all the necessary papers for the loans 
approval, there is expanses such as going to notaries etc. Notaries charge fee proportionally to 
the loan size and it cost a lot of money.  
What do Moncord say, when customer comes to Moncord and ask why they should choose 
Moncord over banks? 
We explain the other benefits that Moncord member receive; besides financial gains, there is a 
lot of other means of services and benefits in Moncord. There is a lot of social events for the 
members; e.g. elderly group of members really enjoy this, instead of sitting at home, children 
also enjoy deposit with very good interest rate and there is a social event for them, there is 
almost 500 members under the age of 18. When children have savings, they also learn different 
kind of financial literacy on how to spend and save money. This is the possibility what Moncord 
is giving. All members have various activities and the rights to vote and get elected. Moncord 
members often choose to stay with Moncord; due to the loan approval speed is very high 
compared to the banks’ bureaucratic long speed too.    
What are the other ways to inform your members, except the Annual General Meeting? 
There is a quarterly newspaper, messages on white board and we use media tools, if necessary.  
During this crisis time, when the reputation and image is dropped very low, do you think 
Moncord should promote and advertise to certain extent, according to law? 
Yes, I think that is a good idea. But the law prohibits the public promotion of SCUs, as it is 
organization only for members’ profit, compared to banks.  
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As looking at the other SCUs in the world, like in Latin America and Africa, I can see that 
certain percent of the asset is from donor organizations, in order to be competitive in the 
market. What is the case in Mongolia and Moncord? What means of support do you get 
from donor organizations? 
We have only been getting knowledge aid from these organizations; if you don’t count the 
conference and trainings that we have participated abroad. But the donor organizations are 
somehow obliged to contribute in the development of SCUs, as it is beneficial to the whole 
societal development.  
How is the reserve fund works? In case of crisis situation, if the worst happens, the reserve 
fund can cover all the deposits? 
The main aim of the reserve fund is to protect the Moncord as a capable institution. But it has 
not reached the sufficient amount yet. We know that and that’s why we are adding it every year 
from our net income, as much as we could.  
So what do you say, if the member asks how protected is my deposit, if the worst happens? 
This is difficult question, if member asks. That is our biggest concern these days. Bank of 
Mongolia and Government just issued deposit insurance for the commercial banks. The deposit 
insurance for SCUs is an ongoing discussion, and nothing has been decided yet. I cannot lie 
that there is no problem and I would be true to members and tell them that there is a possible 
risk. But we are learning from the best practices and will find out solutions by working together 
with Asian Credit Unions movement.  
Is there any target group for Moncord?  
To certain extent, yes: like for example, we do not really appreciate for one person putting 
extensively big amount of deposit. If that person come back and withdraws his or her money, it 
is difficult for the liquidity fund of Moncord. Moncord appreciates a lot of members with 
average amount of deposit. I would answer this question in this way. But of course, Moncord is 
open to big depositors, but we negotiate on the interest rate. There is certain amount limit.  
How did Moncord’s members hear about Moncord and how Moncord recruit members?  
The most joined Moncord through hearing it from family, friends and co-workers, classmates 
etc. All of my friends and family and classmate are here. So that means, there is a huge informal 
networking. 16 woman friends established Moncord and in the beginning, we were only 
recruiting very trustful and fully trustable people. Sometimes, I joke and say, Moncord is a 
collection of trustful people. But it is true, we have been only recruiting trustful people and 
his/her family and friends came and joined.  
Is there any bonus and remuneration scheme for staff and board, who comes up with 
innovative ideas? 
We have it, but there is still a room for improvement.  
In your opinion, how people are satisfied with their job and salary and the working 
condition? 
People at Moncord, in my opinion, are very proud, dominant, reputable and it sounds like a 
mother or father SCUs, when one say “working at Moncord”.  
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What are the most important elements in the existence of Moncord? What is the crucial 
element, in order to keep the Moncord’s position in the market? 
The most important thing for Moncord’s existence is Moncord’s trust relationship with its 
members. SCU is member based, member owned and member profit organization. If the 
members put deposit, get loans and receive the service from Moncord, it is an organization, 
which can keep going on by itself. This organization did not give me any chance to get bored or 
laid back. It was very successful from the beginning and we were always been facing different 
challenges all the time. Foreign consultants even say, Moncord is a tremendous success and 
they say “wow”. It is very challenging to be a leader of this kind of dynamic organization. 
Moncord became very lovable organization for so many people, since its beginning, there were 
so many people frightful for the development of the organization and now it is like their baby. 
These people have created huge societal wealth. This organization also brought a lot of change 
for people’s mentality and people’s way of doing business. People understood that doing 
business without thinking of others is unethical and irresponsible. This organization is all about 
serious business and business people, but this is different kind of business: business for all.  
 
   
 
 
 
 
 
    
!
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Appendix B: Interview with Rita Mijiddorj 
May 10, 2009 
 
Executive Director of Moncord Credit Union 
 
 
1. How did the crisis of SCUs in 2006 effect Moncord? 
I don’t think it is appropriate to say it is SCUs’ crisis, because there were some SCUs who were 
not working according to the rules and regulations. The regulation was not so definite, and 
people did not have that much knowledge. In other words, the crisis was the possibility for these 
SCUs to do such things legally. Moncord works according to the SCU code and conduct and 
there was some difficulties in 2006, due to the external environment influences. We were having 
problems such as illiquidity and could not fulfil the members’ loan demand etc situations 
occurred. But we have made the necessary moves for the situation and have solved the 
situation.  
2. Since the 2006 crisis, was there any people gained trust in Moncord and joined 
Moncord from the bankrupt SCUs in Mongolia?  
Yes there was. If you look at the numbers: in the first quarter of 2006, the deposit size has been 
increasing, no growth in April, and the deposit size decreased in May – August months. Some of 
the members’ deposit contract ended and they have withdrawn their money, but some didn’t and 
some withdrew their money before the contract period.   
But in this severe time, 161 new members and its children joined Moncord. Former members 
also extended their contract and continued their membership with Moncord.  
In 2006, Moncord has been licensed by Financial Regulatory Committee of Mongolia among 
only 12 other SCUs. Maybe this has contributed a lot to trust and reputation of Moncord.  
3. When I look at the Moncord’s interest rates, it is very close to the commercial 
banks’ rates. Why members choose Moncord over banks? 
I don’t think it is correct to say the interest rate is that close to the banks’. In 2006, our interest 
rates for the loan were between 3.4-3.6%, while NBFIs rates were between 4.0-5.0% and the 
commercial banks’ rates were app. 3.0%. Deposit rates were always been 70% higher than the 
commercial banks’ average rate and it is still quite high.   
Members choose Moncord (my opinion): 
!  High interest rates for deposits 
!  Low interest rates for loans (there is a lot of fees when one want to get loan 
from the banks, and there is certain codes and ethics you have to follow; dress 
and make up codes and such small difficulties occurred, as I heard it a lot of 
times from the members) 
!  The staff knows the members and their family and friends very well, and that’s 
why members share and enjoy a lot of their excitements and discontents, in 
!Roskilde University  
Department of Business studies & Economics and Business Administration 
House 44.2, sixth semester Bachelor project - Spring 2009,  
Gerelmaa Gerelsaikhan Trust & Control – Black & White? 
 
Page 64/70 
other words, there is a lot of informal atmosphere at Moncord office. There is 
only formal and strict environment in banks.  
!  The staff of Moncord is professional, trustworthy, educated etc such things can 
be mentioned.  
4. What are the other modes to inform your members, except the Annual General 
meeting? What are the advantages of opening website? 
Moncord releases newspapers and it is delivered specially to the business people who do not 
have access to the internet. There is a lot of inspiring and relevant information in there.  
Website is very important and will give big contribution, but at the moment, unfortunately, it is 
not active yet.  
5. What is the Moncord’s main target group? If there is any, how do you categorize 
them; with their income, with their business activities? If there is certain target 
group, do you have any policies to expand this group? What could be the 
advantages? 
The most of the members come to Moncord through its family members and friends. There are a 
lot of relatives in Moncord that means the age range, business activities are very broad. Elderly 
people on pension, student with no income, business running father, housemother etc, it is very 
mixed.  
In the business activities, there are people who do business in the field of trading woods, shoe 
industry, building construction, restaurant and food business or other office related fields of 
works.   
The average income of Moncord member is very average. There are people with average salary 
and want to save their certain portion of the income in Moncord. Small to medium business 
people get regulatory loans, larger business people usually get short term business loans and 
some people who works for public institutions get loans for their practical everyday use. 
 
6. There is a law on SCUs in Mongolia that they can not publicly promote or 
advertise. How Moncord promote and advertise to the public?  
Moncord does not promote or advertise. Members only come through informal networking and 
information sharing.  
7. How does Moncord receive and put into practice new and innovative ideas from 
the staff or board? Is there any remuneration scheme for the new innovative ideas 
and accomplishments?  
Moncord recruit and hire people, who can bring new ideas and concepts to the organization. 
There is certain rules and regulations about board and management team’s remuneration and 
bonus, as well as like raising salaries of the employees who have worked active, and penalties 
for the ones who did not contribute that much. There is a certain budget for this.  
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8. What is the interaction between the higher managerial and lower operational 
staff? Did you feel any kind of fear, reservation (bishuurhel) or respect forms of 
contact among the staff? In your opinion.  
I don’t see any reserved or scared feelings among the staff. But all the staff in the office 
communicates with each other with respect and there is of course certain respective attitude in 
the boss-staff relations. I think there are very open interactions among the staff.  
9. How is the working environment? Do you think the employees are satisfied? In 
your opinion. Are there any definite policies about promotion or salary and 
remuneration? 
Moncord has been running 13 years with geometrical growth and I think it can already speak 
for itself, how the organization gained success by mixing the traditional values as well as 
innovative modern organizational approaches. Personally, I think the innovation of an 
organization is the combination of many people’s opinion that is based on team work. We 
always try to keep the salary level and the working environment little bit higher than the 
average market level and I think staff and board is content about this matter. We are working 
on the rules and the regulations specifically on this matter. Plus, I think, we need certain 
professional policy on the employees’ education and training.  
10. What is the basis of Moncord’s members’ trust? Professional audited financial 
materials? The control and licensing from the external organization? Informal 
information sharing among friends and families? The openness and transparency 
of Moncord? Friendly and informal office environment of Moncord? Or other? 
I think, you have already mentioned all of them yourself here.  
11. What kind of benefits could bring for Moncord, when joining umbrella 
organization, like MOCCU? 
Right and strong umbrella organization will not only bring benefits to Moncord, but as well as 
other SCUs in Mongolia. As I understand, MOCCU will build a lot of different systems, like 
Stabilization fund, Deposit insurance system, Central Liquidity Facility, Training centre, SCU’s 
audit etc. This system will strengthen all the SCUs management and develop further, and 
moreover these SCUs can co-operate and organize broader social activities for the members.  
12. Can you give me some explanation on the Moncord’s financial statistics, like for 
example, until 2005 it has been growing with geometrical terms and then slowed 
down?  
The explanation for the financial statistics of Moncord: 
! The Total Assets of Moncord has grown until 2004 with very good rate and then slowed 
down, due to the market situation at that time. For example: 
(1) In 2000, in UB there were 38 SCUs and 22 new SCUs in 2001, in 2002 71 new 
SCUs, in 2003 89 SCUs, in 2004 98 SCUs opened. In the beginning of 2005, 
there were 570 SCUs and 327 of them are in UB, but in 2006 there were 845 
SCUs and 573 of them were in UB. Moreover the number of NBFIs, Lombard, 
commercial banks increased.  
(2) In 2006, SCUs bankruptcy, the financial crisis in 2008, high inflation rate, the 
bankruptcy of Anod Bank etc have all influenced the total assets.  
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! Moncord’s Net Income has lowered. The reasons: 
Even though there has been a lot of crisis situations and market insecurities, in 
order to keep the rights of the members, we have been keeping the deposit interest 
rate very high, but lowering the interest rate for the loans. This has influenced 
directly the net income.  
! One can see the positive things as well, when looking at Moncord’s financial 
indicators: 
(1) The foundation of reserve fund; 
(2) The supply fund in 2001 was 24.7% (monthly 2.1%) and it is 22.8% in 2008 
(monthly 1.9%). This can explain our several years’ experience and prospect from 
keeping the deposit rate high.  
(3) The loan rate was 66.9% in 2001 (5.6% monthly) and 37.2% in 2007 (3.1% 
monthly). This explains how much we have lowered the interest rate for the loans. 
In 2008, it has increased a little bit, due to the banks stopped giving loans out. It 
was 42.0% (monthly 3.5%) in 2008. 
(4) Total Financial Expense/ Total Financial Income ratio has increased from 27% to 
75% shows that we have managed to keep the financial expanses low.  
(5) Total Operating Expenses/Total Financial Income ratio has lowered from 40% to 
18%.  
13. Are you satisfied with the Moncord’s financial performance? Or you want to keep 
the policy of continuous growth? 
It is difficult to say whether I am satisfied or not satisfied with the financial performance of 
Moncord. There is always room for improvements. I am working towards more and more 
development, everyday every hour and minute. The external environment is influencing a lot. 
Therefore, we are more concentrated more on creating a better environment for the SCUs and 
improving the legal frameworks. Now it is hard for one SCU to move very fast forward, without 
proper legal environment.  
14. How many of the members are included in the social activities actively?  
Around 40-50% of the members are actively participating in the social activities. I would like to 
say that it is getting difficult to cover more and more members, when the organization is getting 
bigger. The united system for all SCUs will bring solution to this issue. There could be activities 
such as healthcare, apartment and housing, children’s education and such bigger events or 
activities could be possible. But first, the umbrella organization needs to be developed first.  
15. What is the members’ satisfaction level in Moncord’s service and products? 
There is a survey conducted on this matter twice a year among the members. It is difficult to 
explain in short, but this is the piece of data in 2008: 
“There are a lot of financial intermediaries in the market at the moment, why did you choose 
Moncord?” 
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I support Moncord as a member and have been taking loans since the beginning – 15.7%; fast 
loan approval speed, low transaction costs, fast service and no bureaucracy – 48.7%; friendly 
service and professional environment – 32.2%; other – 3.5% 
“How much Moncord influenced your life and your overall income situation?” 
Very much positively influenced – 34.9%; little bit positively influenced – 43.2%; in the same 
level – 14.8%; I don’t know – 9.5% 
The whole survey indicates that 91-93% of the Moncord member thinks Moncord is doing good 
and satisfied with the services and products.  
16. The external environment is influencing Moncord a lot. How much attention do 
you give this matter and what is your current policy towards this issue? 
We do give a lot of attention to this matter. That’s why the most important aspect is, now, the 
united single system that creates the appropriate environment of all SCUs in Mongolia. The 
improvement in the legal frameworks, standardization of all SCUs in Mongolia, to support and 
help the development of all the SCUs activities, to stop and prevent the illegal activities etc. In 
order to build this system, we are working with CCA, GTZ, ACCU, ADB and other 
organizations. We are putting a lot of energy and effort on this matter, and there is a lot more 
needs to be said.  
17. How does Moncord promote itself, except the fact that it is the biggest and one of 
the most successful SCU in Mongolia? 
We do not compliment ourselves or promote or advertise in any means. We explain our 
products and services and our management policies. That means we tell the truth and that 
contains both negative and positive sides of the matter. We also give business advices and try to 
kindly tell them the errors and mistakes they have in their business. Due to our accumulated 
experiences and stories, the other institutions and organizations invite Moncord staff to gain 
knowledge and advices.  
18. What is Moncord’s business plan? Can you give me definite examples of what are 
main outlines of Moncord’s current business plan? Is there any growth aim and 
goals? 
We usually do our business plan in 3 years. But since 2006, SCUs bankruptcy and due to the 
market situations, a lot of uncertainty and insecurities, and standards and levels that is given by 
the Financial Regulatory Committee is changing very fast from time to time. Due to the above 
mentioned issues, we started making our business plan a year by year. If I try to define the main 
outlines of the business plan: to keep the stance in the same position; to increase the number of 
members; and to maintain and meet the demands and needs of the members.  
19. Does Moncord have any plan to open branches in the capital city as well as in the 
rural area? Can it be profitable? I know, there are two other branches in the city, 
besides the headquarter 
Opening a new branch will cost a lot of money. Moreover we have to train the employees, and 
need to create online database etc.  
There is another ongoing discussion about merging of some smaller SCUs in Mongolia. But the 
legal framework is not there yet. That means we do not know it is legal or illegal. Of course, it 
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is good thing and there are a lot of benefits when expanding physically and reach as many 
areas and people as possible.  
20. How important is Moncord’s member trust in the organization?  
Moncord is the members itself, if there is no trust, there is no Moncord.  
21. What are the most important elements in the existence of Moncord? What is the 
crucial element, in order to keep its position in the market? What is the first 
priority, higher financial profit or members’ trust? 
Higher financial profit is very blurry concept, in this question. There will be high profit, when 
the deposit rate is low and loan rate is high. In my opinion, this cannot be beneficial for the 
members. This should be the opposite, for the members’ benefit. In that way, the members can 
enjoy financial means of income. In this case, we need to learn to accept lower net profit. In 
other words, the members will benefit more from the higher interest rate of deposit and lower 
interest rate of loans.  
Net profit is the difference between the total income and total expanses. In order to learn the 
level of net profit, we need to define these things first: 
- The total income – interest rate for the loans 
- Total expanses – interest rate for the deposit and operational expanses 
- The difference level should be there, in order to finance the reserve fund.  
In this manner, the dividends are not counted here. In my opinion, the members should benefit 
the most from the deposits and loans interest rates, instead of the shares they own in the 
organizations. Personally, I am against the higher yield in the dividends. But of course, there 
should be certain dividends need to be allocated.  
!
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Appendix C: Additional Information  
1. The number of members in Moncord: 
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Total 29 47 57 231 555 951 1231 1478 1807 1967 2080 2071 2067 
 
Shareholders 
 
27 
 
45 
 
55 
 
200 
 
493 
 
722 
 
935 
 
1079 
 
1314 
 
1464 
 
1580 
 
1543 
 
1520 
Supporting 
members 
2 2 2 31 27 54 8 3 2 
 
 
 
 
 
 
 
Byatshan 
Zugii* 
    35 175 288 396 491 503 500 528 547 
*Children who are under the age of 18 with deposits. According to the law on co-
operatives, the people who are under the age of 18 are not entitled to be a member of co-
operatives; therefore they are not counted as shareholders.  
2. Moncord’s yield percent on the dividends, the percentage allocated from the net 
profit:  
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 
 
53.1% 
 
51.8% 
 
42.7% 
 
46.5% 
 
36.1% 
 
44.4% 
 
37.0% 
 
40.0% 
 
40.0% 
 
0.0% 
 
40.0% 
 
The changes in the rules and the regulations on the dividends of Moncord: 
Until April 2001: “No more than 30% of the net profit will be allocated to the Reserve Fund. 
Reserve Fund will be divided into Co-operatives Development Fund, Training Fund, Societal 
Development Fund, the rest 70% will be allocated as dividends” has been stated in the Moncord 
Rule. This means that there has been no allocation whatsoever to the Reserve Fund, the most 
spent on the other funds.   
May 2003: “No more than 30% of the net profit will be allocated to the Reserve Fund and Co-
operatives Development Fund and the rest 70% will be allocated as dividends” 
March 2004: “40% proportional to the share size will be allocated as dividends. From the 
remaining net profit, 20% will be allocated for the Reserve Fund, 40% for the Co-operatives 
Development Fund, 40% for the Societal Development Fund” has been stated in the Moncord 
Rule. That means, for the first time, we have allocated 6.8 million tugriks for the Reserve Fund.  
March 2005: “40% proportional to the share size will be allocated as dividends. From the 
remaining net profit, 40% will be allocated for the Reserve Fund, 30% for the Co-operatives 
Development Fund, 30% for the Societal Development Fund”  
February 2006: “40% of the net profit will be allocated as dividends. From the rest of the net 
profit, 40% will be allocated for the Reserve Fund, 30% for the Co-operatives Development 
Fund, 30% for the Societal Development Fund”  
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